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Unity in the West 


eam again, “ final talks” at the Kremlin have ended in the expec- 
tation of yet another bout of discussions, while in Berlin, Russian 
pressure on the Western sectors has been intensified by a series of kid- 
nappings and border raids. ‘There is no reason to suppose that the 
Russians, playing from what is tactically an immensely strong position, 
are particularly anxious to bring either the dragging talks in Moscow to 
an end or the deteriorating ‘situation in Berlin to a head. But whether 
Or not agreement is reached in the near future, the Berlin impasse has 
already had a dangerous and contorting effect upon Western diplomacy. 
It has centred its attention on ‘a place and an issue which lie on the 
periphery of the Western World and has diverted the attention both of 
governments and peoples from what should be the real centre of interest, 
which is not Berlin but Brussels and Paris. 

At no time during the last year has it been more urgent to press for- 
ward with the consolidation of Western Europe. If, under pressure of 
Russia and winter, the Allies have in the end to withdraw from Berlin, 
their retreat will be saved from ignominy only if it can be interpreted as 
a tactical straightening of the line and not the beginning of the end of all 
coherent resistance. If at the moment of withdrawal from Berlin, 
Western Europe were to be no more than a group of divided govern- 
ments without common strategy or policy, the “ retreat’ would look like 
a tetreat from all further opposition to Russia. The stigma of Munich 
would be removed only if a Western withdrawal were preceded by (or 
coincided with) the extension of the Western Union Defence Pact to the 
United States and the British Commonwealth, the reintroduction of lend- 
fease in armaments and the consolidation of the European base by further 
acts of political and economic union. 

If, on the other hand, it is the Russians who finally abandon the 
contest in Berlin, a coincident strategic and political advance by the 
Western Powers in the shape of closer association would: gain. added 
significance since it would permit them to exploit to the full the diplo- 
matic advantage which a raising of the blockade would confer on them. 

There is a further reason why consolidation in the West is more urgent 
than ever before. Whatever the outcome of the Moscow talks, the Western 
Powers will shortly have a German state on their hands. It may for the 
time being include only two thirds of the German people, but it will 
nevertheless be a state not much smaller than the other major partners 
in Western Europe and its position will be strengthened by possession 
of the Ruhr. The French are already apprehensive at the likely impact of 
this new state upon the European community, and one of the arguments 
often advanced in favour of postponing the whole experiment of govern- 
ment in Frankfurt has been that it is unsafe to give Western Germany 
power and status until there is a stronger and more closely united 
European cofmmunity in which it can be included and submerged. 
Today, the deadlock over Berlin—and its possibly unfavourable out- 
come—make the restoration of a more normal and hopeful political life 
in the Western zones a matter of the greatest urgency, But the only way 
in which the Germans’ reasonable ambition can be satisfied and France's 
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equally legitimate fear exorcised; igy ky pressing \forward with 
the building up@in Western Europe of a bloc of states, 


economically cohesive enough and politically a ew: 2. 
“many. 


absorb Germany a$ one partner among: 

Undoubted progress has been made towards dipser unity in 
the last nine months. At present it is being pursued officially 
by two different but overlapping groups of-tlationsby Britain; 
France and Benelux at Brussels with politics and \strategy 
primarily in mind and by the Sixteen Nations at Paris in pur- 
suit of economic.aims. At the.same time, outside the sphere 
of official policy, a movement in favour of general European 
unity has been gathering momentum. Its first important mani- 
festation, the Hague Conference in the spring, was an unofficial 
gathering, but in the course of the summer .both M. Schuman 
and M. Marie have pledged the French Government’s support 
to the idea of summoning an Assembly for Europe. Nobody, 
however, appears to have thought. out the relationship between 
the two official systems in Brussels and. Paris and the possible 
harnessing to both of the growing popular enthusiasm for closer 
union. Britain, the largest partner at Brussels and Paris, 
is noticeably lukewarm to popular movements in favour of 
unity. The Brussels Pact Powers have not—in spite of pressure 
from the French—so far made themselves a spearhead for closer 
economic co-operation at Paris and indeed the presence there 
of nations such as Greece and Turkey, whose links with Western 
Eurepe would be better expressed by treaties and alliances than 
by efforts at closer union, must have an inhibiting effect. But 
in spite of this structural confusion, the Western Powets have 
in 1948 definitely advanced along the path. 

But is the advance proving rapid enough to offset the gather- 
ing crisis over Berlin? It can quite properly be argued that 
any progress towards economic integration must necessarily 
be slow. There is a tendency, particularly in America, to look 
for more spectacular economic results from Paris than can be 
achieved in the short time during which the Sixteen have been 
working together. It is true that they have not contemplated 
structural changes, which might be drawn up more rapidly—at 
least on paper. Steps such as, for instance, the rationalisation 
of the European steel industry on a continental basis or the 
internationalisation of transport have not been discussed. But 
developments as sweeping as these are. not strictly economic 
decisions at all. They are political decisions involving sacrifices 
of sovereignty and the OEEC has no authority to sponsor them. 
Economic integration can follow political—and_ strategic— 
unification. It is not a substitute for either. 

Progress in the political and strategic fields should therefore 
go forward with all the greater energy and speed. In the first 
place, it is time that the peoples of the West received more 
specific information about the state of the Western Defence 
Pact. Conversations have been continuing ever since the 
signing of the pact in March, presumably with the aim of 
establishing a common General Staff, a proper division of func- 
tion, the standardisation of equipment and the other pre-condi- 
tions of successful joint defence. The Americans have let it 
be known that they regard a serious effort of unification .in 
Western Europe as an essential preliminary to their own full 
participation in the Pact and its transformation into an Atlantic 
alliance. But so far, all the outside world knows is that dis- 
cussions are continuing. It may be that they are moving 
towards success and that the presence in Europe of senior 
American staff officers is a first step to American participation, 
but the Governments concerned must forgive public opinion 
for being sceptical.. The only possible excuse for complete 
silence about progress in this field would be that there had been 
no progress. Half the value of the Defence Pact is that the 
Russians should realise that it is a serious effort and that the 
peoples of Western Europe should feel its reassuring effect. 
The total silence that has prevailed since March is calculated to 
make both friend and enemy conclude that, even in this vital 
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sphere, a pooling of effort has proved impossible. he cence 
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re they ‘vere. March. Committees are 
discussing the’ ‘frifige “of national life—social security conven. 
tions, cultural co-operation—but there appears to be no 
machinery and little desire for the close’ regular political con- 
sultation which could-draw together all the centrifugal activities 
of the Western Powers into a sustained and developing political 
strategy. The scene in Western Europe today is like that series 
of partial rehearsals of minor characters which often precedes 
the coming together of the principal actors in the full play. 
One can see that ‘each discussion has some felation to the 
central drama, but until the chief actors begin their parts, the 
whole remains inconsequent and confused. A great many of 
the stage props have been.assembled, but of the great play 
called Western Union there is still no sign. 

* 


The French have perhaps this central vacuum in mind in 
raising officially the proposal for a political assembly ‘for 
Europe, drawn from the parliaments ready to. participate— 
which means in practice the parliaments. of Western Europe. 
This proposal seeks on the one hand to canalise the aspirations 
towards closer European unity made apparent by the Hague 
Conference. At the same time, it seeks to place the political 
keystone firmly in the European arch. M. Bidault gave notice 
of his Government’s intention to take some such step at the 
last meeting of the signatories of the Brussels Pact. But at 
that time Mr Bevin and, after him, M, Spaak expressed the 
view that the matter should be left to the initiative of private 
societies. Now, however, M. Marie’s government has raised 
the question of political unity in Western Europe with the 
specific proposal that the Governments should sponsor the 
convening of a European Assembly. The matter can no longer 
be referred to private societies. It lies squarely on Mr Bevin’s 
desk. 

It must be said at once that the French have raised 
this vital issue in a rather unwieldy and impracticable form. 
Among the various possible methods of expressing Western 
Europe’s. readiness to co-operate more closely, this is 
unfortunately one calculated to create a certain confusion and 
unlikely to achieve really concrete results. There are few 
bodies more impotent than official political assemblies who, 
nevertheless, have no powers and who represent intensely diver- 
gent opinions. (If delegations are to be chosen from parlia- 
ments on some proportional basis, they must include several 
Communist contingents.) One is forcibly reminded of that 
tragi-comic assembly whose centenary falls this year. The 
German constituent assembly which was convened in Frank- 
furt in 1848 bore altogether too close a resemblance to the 
Assembly proposed by the French. Then as now, a group 
of States had certain aspirations towards closer union. Ther 
as now, the only solution which no one obstructed was a great 
assembly with political functions and no powers, Is it not all 
too likely that the outcome would be the same—the collapse 


of the Assembly under the weight of its own contradictions - 


and ineffectiveness ? 

Yet Mr Bevin cannot reject the proposal out of ‘hand, as 
he did at the former meeting of the Brussels signatories. The 
need for political consolidation in Western Europe is too great 
for the British Foreign Secretary to cast himself for a com- 
pletely negative role. Already some blame attaches to Britain 
as a laggard in European affairs. Much of this blame is unfair, 
since it represents net so much Bnritain’s own failures as the 
penalties attached to the position of leadership. All short- 


comings from whatever source tend to get pinned upon the — 
only Power influential enough to give impetus to ‘the effort 
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towards greater unity. It is also true, as Mr Attlee pointed 
out to Mr. Churchill in the exchange of letters on the project 
of a European Assembly, that Britain must move in close step 
with the Dominions. But if in the sphere of close political 
and strategic co-operation—the sphere in which rapid and 
decisive results are much more easy to obtain than in the field 
of economics—the British response remains entirely negative, 
the criticisms of British policy will begin to carry more justifi- 
cation than they have hitherto. 

Mr Bevin cannot, therefore, simply reject the French pro- 
posal. Yet it remains a faulty proposal. The only satisfactory 
way out of the dilemma is that Britain should formulate and 
propose a solution of its own designed to reinforce the political 
unity of Western Europe without putting chief reliance on 
the dubious and distracting method proposed by the French. 
A solution might be found in a proposal that the five Powers 
of the Brussels Pact should form. a Prime Ministers’ Conference 
which would meet at regular intervals, would be served by 
the secretariat which is beginning to grow up round the Pact 
and could, in appropriate fields, also use the machinery of 
co-operation set up under OEEC in Paris. Such a body would 
have authority and prestige. It would be compact enough to 
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discuss the really vital issues and it would possess sufficient 
weight to carry its conclusions through the various parliaments. 
Only if a firm centre of political authority had been created 
would it be useful for some wider body, drawn from the 
Western parliaments, to meet annually rher in the manner 
of the General Assembly of the United Nations. Such an 
assembly would then have concrete issues to discuss and 
would be abie to give the support of public opinion to the 
measures proposed by the Prime Ministers. Only in some such 
way could a large popular assembly be saved from futility. 

There are undoubtedly other political expedients which 
might be explored. The chief point today, however, is to 
achieve the political and strategic consolidation of Western 
Europe with the least possible waste of time and effort. The 
Berlin crisis continues to weigh heavily on Western counsels. 
It is, in its turn, merely one symptom of the profound change 
in the European balance of power which has brought Russia 
to the Elbe. Old methods and traditional diplomacy are 
insufficient to meet this revolutionary change, but all the new 
efforts made so far remain tentative and confused. What is 
needed is a clear political lead. The French have thrust into 
Mr Bevin’s hands the means of giving it. 


Italy’s Colonies 


EHIND locked doors in London the Foreign Ministers’ 

deputies are “ jointly ” discussing—as instructed in the peace 
treaty with Italy—the “ final disposal ” of Italy’s former colonies. 
Very sensibly, they have insisted upon discussion in private. 
For every conceivable solution is a bitter pill for someone. Even 
now, the wildest rumours are flying round Rome and Africa. 
Were these founded on fact, various excitable peoples would 
nd doubt be plunging into premature demonstrations. But noth- 
ing final can be done by the present meeting; the deputies can 
merely hand their views upwards to their principals in the 
Council of Foreign Ministers. If these are not agreed by Sep- 
tember 15, the whole question passes to the United Nations 
Assembly. Meantime, the territories tick over in a state of 
security, though not of prosperity, under an efficient but under- 
staffed and unthanked British Military Administration. 

Given the present state of Big Four relations, there is nothing 
startling in the discovery—to be made from the three repor*s 
of the Four Power Commission of Investigation now before the 
deputies—that the delegates are not agreed on what to do with 
the territories. The reports are full of square brackets enclosing 
dissident accounts of fact, as well as different interpretations of 
agreed facts. Comparison of one and another rendering at once 
reveals that, broadly speaking, the United States and Great 
Britain are at one in their estimations of the wishes of local 
inhabitants; that the Russians are everywhere anxious to read 
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evidence in the light most favourable to Italy; and that the car- 
dinal French concern is to keep the westward march of Arab 
independence at least one jump away from Tunisia. The reports 
also reveal, by implication, that at least four considerations are 
weighing in varying measure with the interested Powers. West 
European solidarity is one; all have an eye to the wooing of 
Italy, Strategy is another, particularly in Libya ; no one wants 
to see a potential opponent add to its footholds on the Mediter- 
ranean shore. The wishes of the inhabitants are a third. Moral 
obligations are a fourth. Of these last there are two only: the 
famous British undertaking to the Senussi of Cyrenaica, 
originally voiced by Mr Eden in 1942, that they “ will in no 
circumstances fall under Italian domination,” and a less specific 
understanding that Ethiopia, having suffered so greatly at 
Italian hands, should get sympathetic treatment in the matter 
of compensation. Many rumours that the Emperor was given 
specific promise of territorial change have from time to time 
been started by his foreign sympathisers. They are all 
unfounded, 

Of the three territories visited last winter by the Commission 
of Investigation, Somalia—the poorest—is not unnaturally the 
one over which it disagrees least. It ignored or buried the 
original British proposal for the lumping of all Somali lands 
into a single trusteeship. It considered ex-Italian Somaliland 
only. Its stay there was coloured by the riot in Mogadishu in 
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which the Somali Youth League, provoked to excess by local 
Italian hotheads, murdered many members of what was 
obviously its Italian black list. This affair seems profoundly 
to have impressed the inhabitants with the virtues of a quiet 
life. The words “ peace and security ” punctuated the evidence 
of witness after witness, The Commission found that a majority 
of the inhabitants want a trusteeship. It reports that the trustee 
preferred by most is Great Britain or the United States, but 
that many people expressed readiness to accept any reputable 
nominee of the Four Powers. It found no great objection to 
the Italians as trustees. (Indeed, many Somalis are ex-soldiers 
with claims to settle, and would welcome a chance to do so.) 
It found great antipathy to any suggestion of recognising Ethio- 
pia’s aspiration to run the territory. All told, there seems to 
be a chance that the local Italians, sobered by the evidence 
against them that emerged during the public inquiry into the 
riots, may before long find themselves turned into trustees. 

If account is to be taken of the wishes of the inhabitants, 
ltaly is less likely to get support for its claim to run Eritrea. 
Even the Russian investigator, consistently anxious though 
he was to show the Italians in a favourable light, could label as 
“ pro-Italian ” only 10.73 per cent of Eritrean witnesses. The 
main items of evidence about Eritrean wishes are that, in spite 
of the territory’s lack of geographical or cultural unity, all its 


inhabitants are 
opposed to its : 
; treme \ ws 
nici ae ks * 


division into two, 
and that a cleavage peter 










— 4 “ 










of views about its G TRIPOD Sena, of PENGHATI F | 

ie i ee “Sn, Jom 

future __ coincides ee! tne 
t 3-3 Ts 


with the strongly- 
marked cultural, 
religious and lin- : 
guistic line that [ters 
marks off the high- 
land triangle 
adjoining the 


FEZZ2AN 


eee ee 























: ° any y 
thiopian border | *z/ Frew) 
Ly ae 
from the rest of <a 
the territory. This isa (seeeh F } boungories 
. « . ; . « ? 
triangle is Chris- fame. Ti cavyaessit =e | 
tian by religion, |,° .---‘. \. ne ohne .-+--Provinee boundaries 
Pe fEeigten ; @ Non Scale in miles 
speaks Tigrinya ° — 


and is closely akin 
to the adjoining Tigrai province of Ethiopia. Its inhabitants 
wish for union with the Ethiopian empire. In Hamasien 
province, where the capital, Asmara, lies, 95 per cent of the 
witnesses heard were unionists. In the western provinces and 
on the coast round the port of Massawa, where the inhabitants 
are Moslem and speak either Tigre (which is not intelligible 
to Tigrinya-speakers) or Beja, a majority wishes for indepen- 
dence after a time of trusteeship. Here there is no definite 
preference for any one trustee; some favour four-power 
management, in ignorance of its disadvantages and difficulties. 
No one wants Ethiopia. 


If, therefore, Ethiopia is to get the access to the sea that is 
its goal, the only port that no one will grudge to it is Assab, 
at the southern tip of the territory. This is poor by comparison 
with Massawa, and in a bad state of war damage. It is also, 
strangely, somewhat pro-Italian. This predilection of its very 
backward inhabitants no doubt helps to account for the investi- 
gators’ curious remark—it qualifies all their statistics—that the 
Wulk of the opinions uttered to them in Eritrea were “ not 
mature or the result.of independent thinking.” .They leave all 
the arbiters concerned in a fine quandary about what to decide. 
At least eighty per cent of the population want either an Italian 
trusteeship or an Ethiopian one, and both these cannot ..be 
satisfied, for neither wants the territory divided. If it remains 
undivided;-a-trusteeship-is- imperative: But who wants the 








incubus ? There are only two candidates eager 
Italy, which is unwanted locally, and which in an 
the territory for one of the flagrant 
World War II ; and Ethiopia, which could, do the iob at 
the standard to which Eritreans have become accustomed, un- 
less it were to receive foreign help. Since some part of local 
wishes has to go by the board, surely the best one to jettison 
is the desire for unity. For need this be the guiding principle 
in a territory the shape of which is, after all, but the accident 
of an annexation in the nineteenth century, and has neither 
racial nor economic foundation? The best way out of an 
awkward impasse would be a Solomon’s judgment that awarded 
a trusteeship for ithe Christian Highlands and Assab to 
Ethiopia, and for the Moslem areas to Egypt or the Sudan. 
Many Libyans, also, are against dissection of their territory 
on the ground that it would be better to become a big than a 
little Arab state. But their wishes are less likely to be humoured 
than are those of the Eritreans. For one thing, they are less 
unanimous. The Cyrenaicans want unity, but only on their 
own terms, which are that their leader, the Grand Senussi, 
should rule the whole. The Tripolitanians, who think the 
Cyrenaicans backward, do not want to see them predominant. 
The two provinces agree only in wanting independence and in 
not wanting Italy back. But the main factor militating 
against a _ united 
Libya is the diver- 
gence of the Great 
Powers’ wishes. 
And these, at a 
point strategically 
sO important, are 
likely to carry the 
day. For Libya 
holds a command- 
ing position in the 
Eastern Mediter- 
ranean. Its ports, 
of which potenti- 
ally the best is 
Tobruk, cannot 
compare in strate- 
gic value with 
Haifa, or with 
Egypt’s _ splendid 
harbours, because they lack water, as well as easy access to fuel 
and a local Jabour supply. But Libya is well placed in relation 
to the Mediterranean narrows, and its airfields are the 
best available flying route from West to Middle | East, 
offering better weather than their European counterparts 
for at least half the year. The British caretakers have 
unhesitatingly used the two northern provinces as a parking 
place for troops and stores evacuated from Palestine. The 
Americans, too, have equipped Mellaha airfield, in Tripoli- 
tania, as a major stopping place on their supply line to Greece 
and Turkey. Farther south the French, who conquered the 
Fezzan province with their army from Chad in 1942-3, have 
since been running it as their own. A combination of all these 
ownerships therefore points to a partition. France wants the 
Fezzan and no one else does, Great Britain is adamant about 
its promise to the Senussi. Only Russia wants unity, under 
Italian trusteeship. Three trusteeships are indicated. If France 
and Britain get the two first, are Tripolitanian wishes to, be 
flouted in favour of placating Italy with the third, or would the 
United States insert its comfortable bulk into the picture ? 


When the final decision comes to be taken, some other foreign 
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“ natural extension of the Eastern Sudan” and that Libya, if it 
js to be endowed with a trustee, should be given in tutelage to 
some member of the Arab League. Its sager thinkers would not 
object to a British trusteeship for Cyrenaica, for they would 
like to think, in the present unsettled state of the world, that 
British troops who are due to leave Egypt would not be too 
far away. South Africa advocates the establishment of an 
Italian trusteeship for Somalia and Eritrea, French trusteeship 
for the Fezzan and British trusteeship for Cyrenaica and Tripoli- 
tania. However, if Britain were not chosen as trustee, Italy 
would be South Africa’s second choice. Australia’s view is 
that Somalia must be a trusteeship; that if Eritrea is not divided 
“Ethiopia should clearly be considered as a possible trustee 
power ”; and that if it is decided to divide Libya, the separate 
territories should also be under trust. Canada would support 
the appointment of Italy as trustee for Somalia and, in Eritrea, 
union of the Highlands with Ethiopia with, elsewhere, a trustee- 
ship providing Ethiopia with free zones at Massawa and Assab. 
Britain would be its choice as trustee for Libya. New Zealand 
agrees with this last proviso. Only Russia—supported by the 
Poles, Czechs and Jugoslavs—favours throughout a restitution 
to Italy of control in Africa. - 

The most serious aspect of the intricate problem just ahead 
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is the previso that, if the Big Four do not agree, the matter shall 
go to the Assembly. For, except possibly over Somalia, Big 
Four agreement is out of the question because of Russian insen- 
sitiveness to African views. In Africa, more perhaps than in any 
other continent, a clear cut decision is imperative if common 
men are not to suffer. Yet experience over Palestine suggests 
that the Assembly is not good at giving firm or clear verdicts. 
It is plainly impossible to go back upon the Peace Treaty. An 
Assembly debate, whatever its repercussions upon unwitting 
Africans, seems inevitable. How can its hearers be made to 
weigh the situation upon its African merits? 

The East African campaign is seven years old. It is five 
years since the last fighting in Libya. Even so, the nations 
that spent themselves at Keren and Alamein and Knightsbridge 
surely retain a right to speak first. The Assembly should 
listen to them carefully. They are in the main agreed that 
African interests must be the paramount factor in the settle- 
ment. But if this principle does not carry the day, they have 
another argument up their sleeve. Unsatisfactory though it 
may be to introduce into a United Nations debate an element of 
tu quoque, they are, if meeds must, in a position to point out 
to the Russians that, if the West had no say upon the Danube, 
the Eastern Powers need not expect one in Africa. 


The Railway King 


CENTURY ago the Railway King, George Hudson, was 

at the peak of his power and glory. Of the 5,000 odd 
miles of railway then existing in the United Kingdom, Hudson 
controlled 1,450. He was chairman of four companies, the 
Midland, the York and North Midland, the York, Newcastle 
and Berwick and the Eastern Countigs Line. Hostile news- 
papers asked how he could properly attend to his Parliamentary 
duties while “ superintending the practical working of half a 
dozen lines separated a hundred miles or more from each other. ’ 
But as the files of The Economist for 1848 show, it was in this 
high summer of Hudson’s pride that his kingdom began to 
crumble and his courtiers to desert him. He was unable to 
attend the funeral of his hero George Stephenson that August 
because he was defending himself at the half-yearly meeting of 
the Midland Railway. Railway stocks fell sharply throughout 
1848. Revolution had swept Europe, and Britain suffered from 
dislocation of trade and general uncertainty. To avert disaster, 
Hudson exerted all the power of his personality, exploited the 
prestige of his immense earlier successes and engaged in 
astonishing virtuoso performances in company finance. But 
all occasions informed against him. His credit was gone. . By 
a series of valiant rearguard actions, Hudson covered his retreat 
through 1849, and even made an heroic counter-offensive in 
1850 when he opened the Sunderland docks, but not all his 
Yorkshire tenacity and shrewd wits could save him. He, the 
most resplendent of all Victorian tycoons, was finally ruined and 
driven into exile. Yet before he died, he was able to point 
to the prosperity of ventures which had involved him in disaster. 
* Ceremonies have recently taken place in honour of Hudson’s 
friend, George Stephenson. It would be an act of elementary 


- justice if our nationalised British Railways acknowledged 


Hudson, too, as a pioneer with a vision of uncommon penetra- 
tion, In contrast to the get-rich-quick speculators of that age, 
Hudson comprehended the relationship of the railway system 
to the country as a whole, to its trade and industry, and to its 
future growth. What makes this crook of genius so interesting 
to us today are his ideas of grouping and unification of 
transport. 

It was Hudson’s misfortune to be, like the Duke of Welling- 
ton, “ much exposed to authors.” Macaulay fancifully pictured 
him as a combination of Mammon and Belial. Through the 


smoke and fury of Carlyle’s Latter Day Pamphlets, Hudson 
appears as a colossal idol, a Victorian Calf of Gold before which 
a money-mad generation abased itself. To the cooler judgment 
of Mr Gladstone, a judgment given after Hudson’s fall, he 
was “no mere speculator, but a projector of great discernment, 
courage and rich enterpri8e . . . a very bold, and not at all 
an unwise projector.” The rapid expansion of the Early Vic- 
torian lines had been stimulated by two speculative booms, the 
minor one of 1836 and the great Railway Mania of 1845-46. 
The railways, like Stephen Leacock’s horseman, began galloping 
madly off in all directions, Little lines and big lines were pro- 
jected—what did it matter where they ran, who wanted them, 
what purpose they served ? Any kind of railway was a triumph 
for Progress, and Progress was the god of the age. Hudson 
wanted to secure a regulated development of traffic between 
the industrial North and Midlands and the rural South. He 
sought to impose order upon anarchy. He was, in moderna 
language, a rationaliser. Naturally he was denounced as a 
monopolist. He. was pictured as an octopus reaching out to 
grasp all lines and unite them in Hudsonia. It is worth recall- 
ing that Government ownership of the railways was a lively 
issue a century ago. Gladstone’s Act of 1844 included a clause 
making any new line liable to state purchase or control after 
a period of 21 years, provided it had yielded a dividend of ten 
per cent for three successive years. The answers Hudson 
gave to the Select Committee of 1844 showed a remarkable 
understanding of the part the railways should be expected to 
play in the development of Britain, and the subsequent group- 
ing of the lines has taken place very much as Hudson forecast. 
Like latter day capitalists, one suspects he would not have been 
averse from Government control if he could have been the 
chief amalgamator. 


John Leech drew Hudson for Punch as a locomotive with 
a moon face and a spiky crown. He was, indeed, the Railway 
Age incarnate. He summed up in himself its vaulting ambi- 
tions, its tearing energy, its ruthless enterprise, its unquench- 
able optimism about the future. And, like all the great 
Victorians, whether politicians, poets or tycoons, Hudson 
believed in his Divine mission. He spoke of “ the great moral 
effect of railways on the human race.” That he could say this 
while he was cooking the accounts of his companies by no 
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means implies that he was a hypocrite. Hudson always believed 
that noble ends justified romantic book-keeping, and the 
company law was in a primitive state in his period. 

Hudson’s energy was fabulous. He sat for years as Con- 
servative MP for Sunderland, and, incidentally, rewarded the 
loyaity of his constituents by building them fine docks—out of 
his railway stockholders’ money. He developed the seaside 
town of Whitby, and, after his disgrace, Whitby never faltered 
in its fidelity to its benefactor. When he was an old, broken 
man fleeing from his creditors, Whitby would have made him 
iis MP if the Liberals had not unsportingly incited the Sheriff’s 
officer to pop him into York prison on a writ of attachment on 
the eve of the election. Uneducated, uncouth in manners, and 
with that explosive Yorkshire bhuntness of speech which usually 
alarms the southron, Hudson came to be adulated by half 
Debrett. Rank and fashion swarmed at his grand mansion at 
Albert Gate, they laughed at his solecisms, they quizzed Mrs 
Hudson’s gowns, they ate his magnificent dinners, and they 
reverently attended his lightest whisper on investments. After 
the Conservative Party was broken in two by Peel’s conversion 
to Corn Law repeal, Lord George Bentinck, the leader of the 
Country party, invited Hudson to a seat beside him on the 
front bench. Disraeli and Hudson, the alien popinjay and the 
former Yorkshire linen-draper—what a striking combination to 
lead the forlorn hopes of the gentlemen of England. 

Hudson is almost as significant a figure im the social history 
of Britain as in its industrial development. His triumphs in 
the forties represented the final capitulation of the aristocracy 
to big business. Frederick Williams, the Victorian railway 
historian, quotes the account of King Hudson’s appearance 
at the reception given to the Royal Society in 1846 by the 
Marquis of Northampton at his house in Carlton Terrace. A 
wonderful pageant of the age was there presented. 


England’s. greatest painters, greatest authors, greatest 
sculptors, greatest inventors, greatest philanthropists, greatest 
statesmen, greatest physicians, greatest engineers, greatest 
captains jostled each other in the crowded rooms. Amid the 
constellation of celebrities, there were two men round whom 
the crowds circled, let them turn which way they would— 
bright particular stars each with revolving satellites, and both 
receiving the deference of the great and noble as their right. 
One was the late Prince Consort, the other was Geo. Hudson. 


NOTES OF 


TUC Account Rendered 


The General Council’s report to the TUC, which will form the 
backbone of the forthcoming Margate conference, is. mainly re- 
markable for its length and breadth. Whether it be in the sphere 
of economic, industrial or even international policy, the TUC has 
had a finger in every pie during the past year, acung either 
under the instructions of the. 1947 .Congress, or on its own 
in'tiative. “The report tends, in consequence, to be a catalogue 
of committees and c nces—impressive as a testimonial to 
the activity of the TUC im national affairs; but not fertile in 
guidance about future. policy, 

Since the report is mainly historical, it does not touch the 
burning question of future policy on wages, prices and’ profits, 
TE ee ee ee ee 
Committee has presented its supplementary report to Con 
But it is worth noting that Sir Stafford Cripps told a UG 
deputation in April that he believed the level of subsidy of £400 
million would be effective in keeping prices stable, in view of the 
fall in world prices which was expected to follow this. year’s 
hervests. He added that, if mecessary, he would agree to a tem- 
porary increase in the rate. This is a matter which should have 
been discussed in, Parliament and not with a private body. 

The most important section of the report deals with the 
administration of nationalised industries, undoubtedly one of 
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They looked rival monarchs, each with his obsequious 


round him, and divided prety. equally the honours of the 


evening. 


The supreme moment came when a buzg con round the room— 


“His Royal Highness has asked to be imtroduced. to Mr 
Hudson.” Before such a dazzling conjunction, the illustrious 
assembly lowered their heads.. Within the circle drawn by the 
gentlemen-in-waiting, the two Great Personages conversed, 
Then on a sudden, all that was eminent in the arts and sciences, 
in statecraft. and in war, was astonished to hear a burst of 
laughter coming from the Prince Consort’s lips. Albert the 
Good seldom laughed. And this was a hearty Teutonic roar, 
What could have amused him so? The Prince, insatiably 
curious about science and invention, had asked Hudson what he 
thought of atmospheric railways (the method of propelling trains 
by air pressure, which fascinated Brunel and other eminent 
engineers )—would they replace steam locomotion ? Then came 
the answer which set the Prince in a roar—“ It’s all *oombug, 
your Royal “Ighness.” (It was while visiting another Marquis, 
Westminster, that Mrs. Hudson, being shown a bust of Marcus 
Aurelius, enquired: “ It ain’t the present Markis, is it ? ”’) 

One pictures Hudson at the end of his days, ruined, dis- 
credited, living on the kindness of friends, but still sanguine, 
still believing in his own vision of railway amalgamation, and, 
as Williams recounts, saying to a young visitor: 

Sydney Smith, sir, the Reverend Sydney Smith, the great 
wit, first called me the Railway King. And I remember very 
well that he made a very pretty speech about it, saying that 
while some monarchs had won their ttle to fame by bloodshed, 
and by the misery they inflicted on their fellow creatures, 1 
had come to my throne by my own peaceful exertions, and by 
a course of probity and enterprise. 


Probity is hardly the word we should use nowadays for the 
chairman who so sedulously paid dividends out of capital. But 
as for enterprise, he was fhe embodiment of it. For many years 
it has been the fashion to regard such characters as Hudson as 
pirates and freebooters, whose activities run counter to the 
social purposes of a civilised society. Nowadays we are begin- 
ning to perceive their virtues as well as their crimes. This bold 
“ projector of rich enterprise ” certainly advanced the interests 
of the community while pursuing his own, and in so doing 
fulfilled Adam Smith’s classic conception of a great citizen. 


THE WEEK 


the most controversial topics that will be discussed at Margate. 
Resisting the possibly more attractive vistas of “ workers’ con- 
trol” and “joint management,” the TUC firmly adheres to its 
view, first outlined in 1944, that trade unionists should serve on 
public boards as individuals, and not as representatives. of their 
union. As the report points out, the unions ought not to jose 
their independence of action by becoming identified with the 
machinery of nationalisation, and a trade unionist dually respon- 
sible to his union and to the public would be in 4 
hopeless position. It is however surprising, in view of the 
outcry that greeted the expression of a similar opinion by Sir 
Stafford Cripps, to find the TUC admitting that a man who is 
well qualified as a trade union leader may not necessarily have 
the best qualifications for filling a big executive post in industry. 


The General Council, however, is critical of certain aspects of 
nationalisation. It is concerned at the lack of consultation over 
certain appointments and at the situation of part-time trade union 
members, who tend to be treated rather as “Jabouradvisers” 
than as responsible for policy decisions. The TUC’s own remedy 
to the problem of workers’ participation is increased training 
and education, and for gradual development of See ail 
through such bodies as De veoohent Councils ‘at the top and 


jO.nt production committees in the factory. a5 1 
It is disappointing “that 20: tittle ‘dtteation is paid to reforms’ 
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of the TUC’s own machinery, which is still in need of modernisa- 
tion and overhaul. Little has been done to follow up the 
promising lines of action envisaged in the 1944-report on the 
structure of the trade union movement. The whole question of 
union organisation, the position of the small union and the 
interests of sectional groups within the big unions, is of imme- 
diate moment. It came up sharply in the recent London dock 
strike and emerged again last week, when railway catering staffs 
complained that they were not adequately represented in the 
National Union of Railwaymen, which seemed (they said) to 
concern itself mainly with ticket collectors and porters. The 
General Council cannot for ever sit back and say that this is a 
matter where each union must work out its own salvation. 


*x x x 


The Austin Strike 


The strike at the Austin motor works in Birmingham 
fortunately came to an end after four days on Tuesday, and 
negotiations between the two sides have been opened. The 
effects of the dispute were more serious than just the loss of pro- 
duction, which has been estimated at about 1,500 vehicles, since 
it raises the wider issue of the manner and method of introducing 
technical improvements. 

The men’s case, set out in a statement by the shop stewards, 
was that the firm installed a six-spindle gear cutter, and set a 
piecework price based on a demonstrator’s timing, which would 
have meant a reduction of from 2§s. to 308. a week in the earnings 
of some operators. This machine does the work of two or three 
semi-manual gear cutters and is capable of a maximum of 400 
operations a day compared with the 160 of the old machine. The 
shop stewards’ case that they were in favour of increased pro- 
duction through improved technique as long as it did not affect 
earnings appears to be supported by the fact that the new rate 
seems to have been fixed at an unduly low figure. It is clear, 
however, that the old fear of a “speed-up ” throughout the works 
was behind their objections. 

The men’s complaint seems to have some justification, though in 


the absence of any statement from the company it is impossible ac- 
curately to yudge the merits Of INE Case. Wlitic the chop ctownrde 


put themselves completely in the wrong was in calling out the 
entire factory over a dispute which immediately involved only 
two men, and in failing to invoke the regular negotiating 
machinery. The situation seems to have been exacerbated by the 
failure of the management to explain the situation to their work- 
people with due care and forethought, and to have shown a 
failure in elementary works relations, which assumes its greatest 
importance in questions of rate fixing, 


x x * 


In and Around Berlin 


It becomes increasingly clear that nothing can emerge from 
the Moscow conversations which will not prove in the long run 
a gain to the Russians. Whereas the Western envoys are concen- 
trating on the task of making it possible for their garrisons and 
officials to stay in Berlin, the Russians are concentrating on the task 
of making their position there untenable. On one side it is the 
air lift that supplements the diplomatic effort ; on the other side 
it is financial, administrative, and economic action—in fact cold 
war—directed at the Germans of the western sectors. What 
happens in Berlin itself is a surer guide to Russian intentions 
towards the West than any appearance that Mr Stalin is more 
genial and reasonable than Mr Molotov. 

Another letter has been added to the writing on the wall by 
the Soviet authorities’ decision to postpone for a year elections 
in their zone. At the elections two years ago the Socialist Unity 
Party (SED) won roughly 50 per cent of the votes. Then it was 
not clear to Germans as it is now that the Party represented 
exclusively the Russian and Communist interest. It had still to 
accept the Oder-Neisse frontier with Poland, the delay in the 
return of German prisoners of war, a detailed plan of economic 
exploitation through reparations, and the gradual elimination of 
all political opposition. If properly conducted elections had been 
held next week—as. intended—the Socialist Unity Party might 
have seen its vote drop from 50 to 20 per cent. And one of the 
factors in this defeat would have been the loophole to the West 
which Berlin. provides ; British and,American controlled news- 
papers would have commented on the elections, full information 
about the real sentiments of the Eastern zone would have reached 
other zones, and the SED would have risked a resounding blow 
to its prestige at a time when it is Communist policy to secure 
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Berlin as the key-point in an area designed eventually to provide 
the nucleus of a united Germany. 

The next year may. mean the end of open opposition in the 
Eastern zone. Germans who wish to maintain political activity 
may be forced into the parties prepared for them—the National 
Democrats and the Farmers’ Party. These will nominally main- 
tain a separate existence from. the SED while doing nothing to 
limit its supremacy. This political development should -heip 
to convince hesitant opinion that the reuniting of the Eastern 
zone. with the Western zones in the immediate future is as im- 
practicable in fact as it is undesirable from the Russian point of 
view. It would be better to stop talking about the unification 
of Germany. 


* * * 


No French Elections. 


The French Assembly has voted to postpone the autumn 
elections in the Departments, and this fact may make smoother 
the path of M. Marie’s coalition. The Government is committed 
to sweeping action in the economic field to put a stop to the new 
round of inflation whith, since the spring; has wiped out all the 
advantages of devaluation and now threatens to bring on a new 
wave of labour disputes. But the Socialist members of the Govern- 
ment team have been so perturbed at the effect a deflationary 
policy would have on their wavering working class supporters that 
they brought down the last coalition and might well have proved 
an utterly unstable element in the new. Now, however, electoral 
fever can abate a littl, and M. Reynaud has taken the further 
precaution of postponing all action until after the adjournment 
of the Assembly in the first week of September. 

Even so, it seems certain that M. Reynaud’s fiscal and financial 
programme will prove a bitter pill for the Socialists to swallow. 
He has not announced it in detail and, in his broadcast appeals, 
he has mentioned little more than the necessity for France to 
work harder and produce and export more cheaply. But, without 
proof to the contrary, most men of the Left assume that the appeal 
presages longer hours and lower wages coupled with an attempt 
—by cutting state expenditure and “cieating confidence ”—to 


tempt the middle claccac hack ta the way of thrift. At the samme 
time, M. Reynaud’s promise that farmers would receive higher 


prices has been interpreted as a threat to the price of bread and 
milk, The non-Communist unions have already given vent to their 
suspicions by breaking off negotiations on the stabilisation of 
wages on which they were engaged with the Government. The 
truce from elections is also felt by some to be likely to encourage 
the Communists in new efforts to foment strikes and unrest. With 
or without the Assembly, M. Reynaud seems to be heading for the 


usual trouble. 
* te + 


Land Under Cultivation 


The Ministry of Agriculture’s returns of acreage for England 
and Wales at June 4th show no startling advances towards the 
1951-52 goal of a 20 per cent increase in production over last 
year’s output. But at least they give evidence that the farmers 
are responding to the Government’s appeal, and that a decided 
increase in acreage has occurred with 36,000 less workers than 
in 1947. This decline in the labour force is mainly attributable 
to the repatriation of prisoners of war, although 11,000 of them 
are still employed in agriculture. 

The total area of arable and grass land (excluding rough graz- 
ings) is now 24,372,000 acr¢s, an increase of 45,000 acres since 
last year and only 215,000 acres below the 1941 war-time peak. 
Permanent grass accounts for 10,265,000 acres, and of the arable 
land 3,456,000 acres are under temporary grass and over 75 per 
cent (10,651,000 acres) is tillage. Grain crops make up 64 pcr 
cent of the area of tillage, which sows an increase of 263,090 
acres on last year’s figure. Although all the grain crops, have 
an increased acreage, wheat, at its new level of 2,188,000 acres, 
was 152,000 acres short of its official target. The increase in barley 
and wheat acreage will not be viewed without misgiving by some 
farming experts. The ominously-named. disease of “ take-all,” 
which attacks these crops as a result of over-cropping, appears to 
be gaining ground, and a change in the cropping policy may be 
necessary to restrict the disease. 

Both potatoes and sugar-beet«exceeded the official targets, and 
with 1,116,000 acres of potatoes, as against 941,000 acres last year, 
there should be no fear of a return to rationing this winter. 
(Potatoes account for over ro per cent of the tillage acreage.) 
Linseed, on the other hand, at 86,000. acres was well below the 
target of 155,000 acres. Despite the heavy subsidy, this is not @ 
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popular crop with farmers, and considerable effort will be needed 
to reach the 1951-52 target of 400.000 acres. 


Peas for stock-feeding increased by 22 per cent to 44,000 acres, 
but it is doubtful whether the crop will justify the acreage in- 
volved because of adverse weather. Beans, turnips and swedes, 
also for stock-feeding, decreased by 47,coo acres. The most 
striking decrease was, not unnaturally, in bare fallow, which, at 
237,000 acres, was only 48 per cent of last year’s acreage. 


The true value of the general increase in acreage can only 
become apparent when the harvest has been completed. A de- 
ta.led estimate of losses caused by bad weather is, not -possible 
at this stage, but present indications are that no disaster has 
occurred, except in the Borders. Yields should be reasonable 
despite the ravages of the weather, but the.d:fficulty of harvesting 
laid crops will put a strain on the labour resources of the farmers. 


At a time when every effort is needed to make full use of the 
land under cultivation, it is pertinent to ask whether enough is 
being done to employ crop by-products to the fullest advantage. 
Waste in this direction cannot be afforded just now. 


* . * 


The Dean is Aggrieved 


In this country we are so accustomed to regard the Dean of 
Canterbury with the indulgent affection proper to an ecclesiastical 
oddity in a cathedral city that it is hard for us to appreciate that 
abroad he sometimes appears as an alarming, and even sinister, 
figure. When, not long ago, he innocently declared in the capital 
of Soviet Armenia that the Soviet Union ought to annex a few 
thousand square miles of Turkish territory, there was a flurry in 
Ankara, and Turkish officials solemnly argued that, as the Church 
of England was “by law established” and specially associated 
with the state, the Dean must be speaking as a mouthpiece of 
the British Government, which could only mean that perfidious 
Albion was preparing to “ do a Yalta” on Turkey. Even in the 
Un‘ted States misunderstandings are possible; few Americans 


realise that Anglicans are just common or garden Episcopalians, 
and the Dean of Canterbuiy is fivyquendly woufuoul wids cw 


Archbishop. 


The Dean, however, is fond of travelling abroad, and he likes 
to receive a warm welcome wherever he goes. The American- 
Soviet Friendship Society had prepared for him an extensive 
speaking tour in the Wnited States, to culminate in a grand de- 
monstration in Madison Square. Gardens, New York, so that 
he could, add his eloquence and respectability to the Society’s 
campaign of denunciation of American foreign policy. But he 
has been refused a visa to enter the United States, because the 
Society is listed as a subversive organisation. The Dean’s feelings 
have been greatly hurt by this obstruction. “We always give 
Americans a cordial welcome to Canterbury Cathedral,” he com- 
plained to reporters, “ but the Dean of the Cathedral is not to 
be welcomed in the United Staies.. On the other hand, Eastern 
Europe has opened its arms wide. I fly to-morrow to the Congress 
of Intellectuals in Defence of Peace at Wroclaw in Poland. .. . 
] hope to go [to America] when this has blown over and when 
Mr Wallace is President, as I think he is sure to be within three 
years.” 


As Mr Wallace, if not elected President this year, will not con- 
stitutionally have another chance until 1952, the Dean’s dark 
saying about his being in the White House in three years may 
well alarm American russophobes; perhaps Canterbury has 
advance information of an intended coup d’etat in Washington ? 
Meanwhile there is a danger that, despite his Christian charity, 
the Dean’s hospitality to American visitors may lose something 
of its customary warmth. There appears, however, to be an easy 
way out of this unhappy Situation. It is to form in Moscow 
an American-Soviet Friendship Society highly critical of the 
policies of Mr Stalin, and to persuade it to arrange a speaking 
tour in Russia for Dean Inge. If only Dr Hewlett Johnson would 
get a Soviet visa for the White Dean to cultivate friendship in 
the East, the authorities in Washington could hardly continue to 
bar the Red Dean from the shores of America. 


* * * 


The Select Committee at the House Party 


After all the publicity that was given te the Civil Service 
Selection Board at the end of May, the report of the Select Com- 
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mittee on Estimates on its activities contains few surprises. In 
spite of some ill-informed attacks made on the Board during a 
debate in the House of Lords, the general conclusion on its work 
was then, and is now, that it is an experiment which is wel] 
worth trying, but that it is experimental and its results—the 
candidates thus selected—should be carefully followed up before 
it is decided to make it permanent. So far, the follow-up suggests 
that the Board’s methods of selecting candidates are superior to 
the prewar method of examination and single interview ; of the 
first 147 candidates selected 97 have been subsequently rated as 
outstanding or very good and only two as poor and not likely to 
rise above the rank of Principal, whereas over the last forty odd 
years as many as 134 per cent of the candidates failed to rise above 
that rank. But, as the Select Committee points out, the Selection 
Board’s first candidates came from an older, maturer and more 
experienced group than is normal, 


Even if it is granted that the Board’s work is valuable enough 
to justify its continuance, there is still the question of how it can 
operate economically. The total cost of maintaining it in the 
present year is estimated at £26,000, of which about £8,000 is for 
the domestic staff and upkeep of the Manor House, Stoke 
D’Abernon, where its tests are held. This £8,000 seems un- 
necessarily costly, and the Select Committee is right in recom- 
mending a less elaborate background. But it is more difficult to 
suggest means of keeping the Board fully occupied once the 
reconstruction competition ends and the number of candidates 
presenting themselves for testing falls. Candidates for the Foreign 
Service, all of whom will be required to take the tests, and the 
25 per cent of the Home Civil Service candidates who will be 
required to, will provide the Board with work for only three 
or four months of the year. It will be hard to find good enough 
people to staff the Board on this basis, and if they are not good 
enough and its standard of accuracy consequently falls, it will 
not be worth its cost. The outcome of the discussions with the 
Federation of British Industries on the possibility of using the 
Board for testing candidates for industrial posts on an agency 
basis will be awaited with interest. 


Troubles Around Tito 


During the last two weeks there have been several signs of 
disaffection in Jugoslavia. The “ Republican” (regional) govern- 
ments of Montenegro and Bosnia have been reshuffled ; the Jugo- 
slav Ambassadors in Bucharest and Teheran have declared for 
the Cominform and resigned their posts, and the former Chief of 
General Staff, General Arso Jovanovic, has been shot while trying 
to cross illegally the Rumanian frontier. 


Whether or not the curious movements in Belgrade of 
Vyshinsky and of Mrs Pauker (Rumania’s Foreign Minister and 
delegate to the Danube Conference) were connected with 
Jovanovic’s flight, there is little doubt that the subversive 
machinery of Cominform and MVD are working at full steam 
within Jugoslavia, but the results of their efforts are not yet clearly 
visible. Montenegro is a sparsely populated outlying province. It 
has, it is true, a sea coast and a common frontier with recalcitrant 
Albania. But its land and sea communications are so few and 
primitive as to deny it any real strategic significance.-. It is not, 
as it is sometimes depicted, the stronghold of the truest Com- 
munism. Montenegrins are, above all, unruly individualists: 
they are to Jugoslavia what the Scottish clans were to 18th century 
England. Montenegro has a long tradition of uncritical Russo- 
phile feeling. Before 1914 its national outlook was summed up 
in the notorious phrase, “ We and the Russians are 150 millions” 
(Montenegro’s share then being 200,000). It is this tradition 
which accounts for the loyalty of some Montenegrin Communists 
to the Cominform. But Communists are a minority in Monte- 
negro, which is of little importance to the rest of Jugoslavia. 


General Jovanovic was a tough, brave, ambitious and boorish 
Montenegrin, who distinguished himself during the war by in- 
sulting British liaison officers and prostrating himself before the 
great Russian ally. Relieved of his position as Chief of Staff 
at the end of 1945, he could add personal rancour to ideological 
indignation as motives for his alleged treason to Tito. But the 


-Jugoslav Army of 1948 is not the same as the insurgent force of 


1941-2. The younger generals and colonels are mostly Tito’s 
devoted men. This is still more true of Rankovic’s police force, 
which (like SS and MVD troops) is the favourite child of the 
leaders. : 
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Nevertheless, Tito’s pOsition is increasingly difficult. Blood 
has flowed. The Soviet Government has its excuses for action if 
it wants them. “Restoration of order” and “liberation of a 
friendly people from tyranny ” have been used before to justify 
invasion by Great Powers in the Danube Basin. 


* 


Tito is at present conducting political war on two fronts, On 
the one side are the Politbureau of the Soviet Union, the Comin- 
form and the hard-steel Stalinists of all lands, including Jugoslavia. 
The latter, if joined by the careerists, so numerous in Jugoslavia’s 
bureaucracy, can provide a considerable Fifth Column. And the 
careerists will join if they see Tito waver or if apparently over- 
whelming Soviet force is brought into play. On the other side 
are the discontented people of Jugoslavia, who do not want any 
Communism, orthodox or heretical. No one knows their exact 
numbers; but they include the Churches, the old-style 
Nationalists, the exploited professional class and millions of 
peasants ; the villagers, even if the townsfolk think they are doing 
too well, and the Cominform says they are pampered, are them- 
selves convinced that they have good reason to grumble. 

If there should be a Russian invasion of Jugoslavia—and at 
the moment there is no evidence of such a possibility—the plains 
and cities would be occupied as in 1941, with or without serious 
resistance, and once more the people would fight in the hills. 
But the people would be fighting not for Tito, but for Jugoslavia 
(or perhaps for Serbia and for eer and for Slovenia), not for 
“heretical Communism ” against “ Stalinist Communism,” but 
for political, social and national freedom. 


x x * 


Inquisition in Czech Industry 


Tie course of nationalisation in Czechoslovakia’s industries 
is evidently not running as smoothly as was expected. Until the 
coup of last February, the Communist leaders not only refused 
to allow the dismissal of incompetent Communist managers of 
nationalised enterprises, but actually reinstated several who had 
been dismissed without their approval ; now they have at last 
realised that it is essential to appoint managers who know their 
job and not those whose only qualification is their political 
orthodoxy. 

A report from our Prague correspondent gives several examples 
of the managerial purge now being carried out throughout 
Czechoslovakia. The head of the nationalised textile industry 
has been dismissed in favour of the manager of the Bata works 
at Zlin, who is also a Communist but has more industrial experi- 
ence. The manager of a big nationalised linen factory in Moravia 
and the deputy manager of a nationalised wool factory in Slovakia 
have been dismissed, and the manager of an important lead ore 
mine and the deputy manager of the Stalin Works at Most have 
been allowed to. resign. It also appears that there has been an 
almost clean sweep of the upper hierarchy of the nationalised 
chemical industry, although according to the statistics of the Two- 
Year Plan the industry is exactly fulfilling its targets. 

The inquisition into Czech industry has not stopped short at 
the managers, and the efforts of the workers have received more 
blame than praise. It is true that Mr Zapotocky, the Prime 
Minister, recently spoke of the “ miracles of production” being 
achieved by a “united working people.” But he did not specify 
what the miracles were, and the output per head is, in fact, still 
12 per cent below prewar. Moreover, the quality of what is 
produced often leaves much to be desired. Rude Pravo, the 
Communist daily, recently complained that the nationalised Tito 
works had sent 16,780 foundry products to the nationalised Praga 
factory during a specified period and that 10,347 had to be 
returned as useless. The URO, the Trade Union Council, has 
found it necessary to reintroduce a six-day working week, because 
of the disastrous effect on production of the five-day week, and 
Mr Zapotocky has complained in no uncertain terms of the 
amount of absenteeism. 

The Czech worker is in fact becoming thoroughly disillusioned. 
His outlook on life has not changed in spite of the change-over 
from private to nationalised enterprise. He still judges the new 
system by the extent to which it secures to him his comforts, his 
leisure, and his freedom. But while he has lost his strike weapon 
and his power of collective bargaining, his new employers are 
rapidly becoming indistinguishable from the old. For the out- 
look of the Communist leaders has changed, even. if that of the 
workers has not. Their first care is no longer to champion the 
workers, but to get results. Mr Zapotocky has indicated that he 
no longer regards himself as head of the working class, but as 

leader of the whole nation. But when he tries to help the whole 
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nation he must often offend. the workers whose leader he» used 
to be, and whose organised voices put him where he is. Con- 
versely, when he remembers his position as head of the trade 
unions he must frequefitly offend the rest’ of the nation. The 
result is that the new regime is already very unpopular ; but for 
all that its grip on the nation is complete. 


* * * 


London Airport 


The report of the Select Committee on Estimates upon the 
progress of construction at London Airport illustrates how very 
difficult it is, having decided upon the necessity of reducing 
capital expenditure, to apply the cuts in detail. The aerodrome 
at Heathrow, originally acquired for, but never used as, an RAF 
base, has a development plan which was originally intended to .be 
complete by 1953. The first stage was to finish the runways and 
temporary buildings, the second to develop maximum traffic on 
six runways, and the third was to divert the main London-Bath 
road to the north and to complete a nine-runway airport with 
permanent terminal buildings in the middle reached by a tunnel. 
At the moment the first stage is nearing completion and the second 
has begun. The successive contracts to complete the ground 
work to the end of the second stage were awarded to Messrs 
Wimpey, because on examination it was found that they were the 
only firm with sufficient resources to complete the job, although 
they had not submitted the lowest tender. 

The effect of the cuts in capital expenditure has been to reduce 
by about 25 per cent the amount being spent this year, and to 
reduce by anything up to one-half the amount being spent over 
the next four years on the development of hangars and buildings. 
It also postpones the time when the air corporation can establish 
their maintenance bases at Heathrow, which in the case of the 
British Overseas Airways Corporation would effect a saving of 
£900,000 annually, more than half of it in reduced engineering 
overheads. Finally, the contractors have been forced to reduce 
their labour force from 2,000 men to 500. The men, mostly Irish, 
are housed in a special camp and are quite unwilling to take other 
work, and if no construction jobs are forthcoming will depart to 
Ireland. Consequently the Select Committee recommend that 
the cuts in expenditure be revised to allow concentrated work on 
the second stage, including the necessary developments to permit 
the Corporation to establish their maintenance bases there. 

Apart from such faraway projects as the Severn Bridge, every 
project involving capital expenditure can present a convincing 
case for not being pruned. In view of potential saving in 
the cost of operating the airlines (and not on the grounds of losing 
some Irish labourers who will always be attracted here if work 
exists for them) the development of London Airport probably 
has as good a case as any. But it would be quite wrong if the 
rule were to be relaxed in this instance and without reference to 
the overall demands for capital expenditure, simply because the 
scheme happens to have come within the purview, and to have 
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received the backing, of so powerful a body as the Select 
Committee on Estimates. 


* x x 


Dock Discipline 


Mr Arthur Deakin was perhaps wise not to turn last week’s 
dockers’ delegate conference into a post-mortem on the London 
dock strike. It might, however, have been instructive if he had. 
There are several rumours in circulation about the nature of the 
backing that the strike leaders received—nor all of it by: any 
means from Communist sources—and it would be good for the 
political health of the community to know how much truth there 
is in some, or any, of them. In any future trouble in the docks, 
the Government and the union leaders will no doubt be on the 
look-out for outside influences, as well as the purely internal 
dissidents. 

The conference concentrated on its immediate business 
to devise improvements in the dock disciplinary scheme, 
which had immediately caused the strike. The fact that few 
concrete amendments were put forward by branches suggests 
that dissatisfaction with the scheme was not so widespread as 
has commonly been supposed. The final proposals, which will 
be taken up with the Dock Labour Board, will not require any 
fresh legislation, nor do they involve any change in the arrange- 
ments for joint responsibility between. management and the union 
for discipline. Their main purpose is to secure a more liberal 
interpretation of the existing clauses and more decentralisation 
in the administration. The men want the period for which a 
docker can be suspended from payment of the guaranteed wage 
limited to 14 days (the imposition of a penalty of 13 weeks’ sus- 
pension had led to the strike) and they suggest that joint section 
committees, covering smaller areas, should be responsible for 
administering discipline. 

Mr Deakin has been holding an inquest of his own into press 
criticisms that the Transport and General Workers’ Union is 
too big and centralised. As leader of the world’s largest labour 
union, he is naturally a believer in the doctrine that size means 
strength and argues, in his union’s monthly Record, that a big 
union can cater more efficiently for its membership than a small 
one, because it is richer (the transport union has funds of over 
£5,000,000) and can draw on a wider field of administrative 
talent. Mr Deakin denies charges that his union includes too 
many different groups to represent the sectional interests 
acetal and that the union officials are remote from the rank 

file. 

Mr Deakin is perfectly right in saying that the question of 
size is irrelevant, but his defence does not really explain away 
ithe hard fact that the London dock strike spread and continued 
against the authority of the union, and that it was Mr Attlee, 
the bourgeois politician, who succeeded in getting the men back 
to work, where he—the supposed champion of the men—had 
failed. The trouble was the men’s misplaced sense of loyalry— 
they gave their allegiance to the strike committee rather than to 
the union leaders. However, this was not a prime Cause, it was 
an effect of some deep failure in human relations, which will 
not be cured by Mr Deakin’s airy pretence that nothing is wrong. 

‘ * * * 


A Salve for Conscience 


Some stir has been caused by an allegation appearing in the 
introduction to the 1948 edition of Crockford’s Clerical Directory, 
to the effect that the atomic bomb was only used on Hiroshima 
and Nagasaki because of a Japanese threat to.massacre all Allied 
prisoners of war held in Japan if a landing were attempted in 
any part of the Japanese home islands. ‘The writer did not claim 
to know whether this story was true or not, but called on the 
authorities with official knowledge of the facts to disclose them, 
adding that “if it is true, we think that the tenderest conscience 
would be relieved permanently of all scruple and doubtfulness.” 

The American State Department has promptly denied the truth 


of this version and has repeated President Truman’s declaration, 
that the atomic bomb was used simply in Order to shorten the 


war. But the rwinges of conscience are still widespread and it is 
not only among devout Christians that minds are seeking to be 
delivered from “scruple and doubtfulness” about the atomic’ 
bomb. Not least among the scientists themselves ate there search- 
- heart such as have never before existed about the uses to 

ich the progress of scientific knowledge is put.° The prospect 


of the ruin and devastation which would be caused by the use’ 
of atomic weapons in a future war is indeed the great fear over- 
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from other means of warfare which have ceased to evoke the same 
horror and indignation. About 100,000 persons are believed t¢ 
have perished in the great American air attack on Tokyo on 
March 9, 1945, when 15 square miles of the city were destroyed 
with high explosive and fire bombs ; the atomic bomb on Hiro. 
shima merely killed a comparable number with one explosion, 
Yet the divine who seeks a salve for tender consciences about 
Hiroshima does not seem to think that the area bombing of cities 
with ordinary bombs requires equal justification. The funda. 
mental division in principle is not between atomic and other 
bombs, but between the selective war against combatants and 
military objectives, approved by international law and usage in 
the eighteenth and nineteenth centuries, and the total war against 
populations practised by both sides from the air in the last war, 
Unfortunately there does not seem to be any ground for hoping 
oo - there is another war between Great Powers, it will not 
total. 


* * * 


Arab Moves in Palestine 


The reported union under a single command of the Iragj 
and Transjordan forces in Palestine suggests yet another shift 
in the pattern of Arab politics. The difference between Iraq and 
Transjordan, which appeared in their voting on opposite sides in 
the Arab League on the truce resclution, was fundamentally that 
between a Government which had to consider a vocal and hostile 
public opinion and an absolute monarch who did not. The new 
development, if confirmed, would mean that the Iraqi Regent, 
Amir Abdulillah, had been able to assert himself at home and 
move closer to his Unele Abdullah. The Arab Legion is known 
to be very short of ammunition. The Iraqis, who have done less 
fighting, may have more. However, ammunition is nowhere 
plentiful in the Arab world. Thé British have been keeping the 
truce, while it seems that the Soviet suppliers of Israel] have not. 

The Iraqi troops were assessed, before May rsth, as among 
the best the Arabs had, as good as the Arab Legion. During the 
fighting in Palestine, they did little to justify this opinion, but 
it does not appear that they were there in any force. The long 
haul over the desert highway from Baghdad has been a handicap. 
But Israeli reports this week of “large-scale war preparations” 
at Mafraq in Transjordan may, if they have any foundation at all, 


refer to some regrouping which has been going on. Probably - 


there were a certain number of Iraqi troops already based on 
Transjordan before the second cease-fire came into force. 

The merger of forces and any other dispositions which may have 
been taken are almost certainly defensive in their aim. The Arabs 
are in no condition to plan an offensive, and the defence of what 
they hold might well be more than they could manage, if hostilities 
were to reopen, On the other hand, a joint Transjordan-Iraqi 
force would be better able to keep an agreed truce than the two 
acting separately. And the association of the Iraqis with Trans+ 
jordan would isolate Syria, the only Arab state which still scems 
to want to go on fighting. Egypt, as the third state with troops m 
Palestine, has another uncomfortably long line of communications, 
And the Sinai desert road, though tarred, is in nothing like such 
good condition as the Haifa-~-Baghdad highway. It may well be 
that the Egyptians will find it too expensive to, hold on to Gaza 
and southern Palestine indefinitely, and will become more willing 
than they have so far been to allow King Abdullah a secondary 
and precarious outlet to the Mediterranean through the south. 


x x * 


MacArthur Quotes Roosevelt 


One of the principal aims of the original American pro- 
gramme for democratising Japan was to build up a strong trade 
union movement. In recent months, however, the American 
authorities in Japan have been looking more and more askance 
at the actions of certain Japanese unions, particularly those which 
are under Communist influence—for the Japanese Communists, 
though they have achieved very little in parliamentary elections, 
have had considerable success in the field of trade union organisa- 
tion for which they had plans ready before anyone ¢lse. On the 
economic side American policy has been to get a 
budget and halt inflation as a prerequisite for industrial recovery ; 
but this has meant a check on increases of salaries and wages 
of state employees, whose incomes have in any case been lagging 

Japanese private capitalism, on the other hand, has proved very 
adaptable to the new order of tings 3 int otcler to ane trouble 
many industrialists have not only granted tantial wage i- 
creases, but have maintained full-time union officials on their pay- 
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rolls and spies them Rens aor space and printing equip- 
ment. As a result, rates pay and union -privileges in private 
industry have risen well above thosé in s tolemol ‘and 
the highest rates have been thése paid by Ameri cupa- 
tion authorities to their Japanese employees, which are charged 
to the Japanese budget under Occupation costs., All this has 
naturally caused much discontent’ among state employees, which 
was specially worked up with an anti-Government. political 
emphasis by the Communist-influenced Railwaymen’s and Com- 
munications Workers’ Unions. Go-slow tactics on the railways 
—which are state-owned—seriously affected the movement of goods 
and began to impede industrial recovery. 

Then on July 22nd came a bombshell from Supreme Allied 
Headquarters in the form of a letter from General MacArthur 
to the Japanese Prime Minister declaring that public servants 
had no right io strike or engage in “ struggle tactics” intended 
to disrupt essential services. Tie Government, treated this 
message as an order and issued a decree depriving all state and 
municipal employees of the right to strike. The sudden decision 
caused something of a crisis, though the effects were less disturbing 
than was at first expected; the threatened protest strike of the 
Communications Workers had to be called off owing to lack of 
support from local branches and the two Left-wing Socialists in 
the Cabinet—one of whom is Minister of Labour—went back on 
initial intentions to resign, But Mr James S. Killen, Vice- 
President of the Pulp and Paper Mill Workers’ Union of the 
American Federation of Labour and head of the Labour Division 
of Allied Headquarters in Tokyo, resigned in protest at General 
MacArthur’s “denial of the right of collective bargaining to 
legally constituted unions.” 

Against this reproach General MacArthur relies on a supra- 
mundane authority ; he triumphantly quotes the late President 
Roosevelt as saying that a strike by government employees is 
“unthinkable and intolerable.” 


* * * 


Korean “ Independence ”’ 


The independence promised for Korea “in due course” by 
the Allies at the Cairo Conference has now been formally achieved. 
But the nation remains split in two by a frontier unknown to 
Korea’s past history—the 38th parallel of latitude which was 
agreed on during the war as the boundary between American and 
Russian zones of postwar military occupation, and became the 
line of division between two opposed political systems. After 
prolonged negotiations had failed to obtain Russian consent to 
any political unification of Korea which would not have assured 
the national ascendency of the Communist-controlled bloc 
administering the Russian zone, the United States decided to hold 
elections for a constituent assembly in their zone and go ahead 
with preparations for an independent Korean state, treating North 
Korea as an area temporarily detached from it. The American 
military government has now been terminated and the Korean 
Republic proclaimed in Seoul with Dr Syngman Rhee, the former 
head of the Provisional Government set up in exile in 1919, as 
its first President. But though American control has formally 
come to an end, American troops are to remain to protect the 
new-born Republic against attack or infiltration from the rival 
Communist regime north of the demarcation line. : 

The situation is similar to what it would be in Germany if 
there were no sectors of occupation in Berlin, the difference being 
that the Russians would then hold the capital for their protégés, 
whereas in Korea it is the Americans who, by the zonal division 
of the country, have been in possession of the capital, Seoul. It 
is hard to overestimate the psychological importance of having 
the capital city when a country is divided between rival regimes, 
for the habitual identification of the capital with the source of 
state authority means that the appearance of secession and rupture 
of national unity is incurred by the side which has to set up its 
government in a provincial town.. This is one reason why the 
Russians attach so much importance to gaining complete control 
of Berlin. 

In Korea the advantage of holding the capital rests with Dr 
Rhee, and the majority of the Korean population—augmented by 
tefugees from the north—lives in the territory controlled by his 
Government. But the intensive militarisation of North Korea, 
which was begun as soon as the Communist administration 
was set up there, has made the North stronger in arms, so that 
it would probably be victorious in a trial of strength if the 
American forces were to be withdrawn. There has been some 
talk of withdrawing them, whatever the consequences, and freeing 
America from any military commitment on the mainland of Asia ; 
but it now appears that they. are to remain, mounting guard on 
the frontier between two worlds ai lat. 38 deg. N. 
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( Marshal ‘Tito’s troubles have spread to Trieste. The Com- 
miunist Party of the Free Territory has split into its Italian and 
Slav groups—the Italians, who form by far the larger faction, 
siding with the Cominform against Marshal Tite, and the Slavs, 
who, though small in number, hold the Party’s funds and their 
modern printing press, adhering to their former leaders. Reports 
show that the clash between the two factions is much more bitter 
than the attacks on “ western imperialism.” The pro-Tito faction, 
for instance, has been able to prevent the Italian Communists 
from publishing their newspapers as all newsprint for the Com- 
munist press in Trieste comes from Jugoslavia. The odds are 
thus about even on which faction will win, but the clash should 
result on an easing of Communist pressure on the Anglo- 
American zone of the Free Territory. If, as has been hinted, the 
Italian faction joins up with their colleagues in Italy, the moment 
might also be opportune for bringing up once more the British, 
ae . n and French request that Trieste should be returned 
to Italy. 

The one man above all others who would welcome any end to 
the present interregnum is Major-General Airey, the Military 
Governor of the Anglo-American zone, who has just issued his 
third quarterly report on his “caretaker” administration. He 
stresses once again the impossibility of governing the area satis- 
factorily since long-term plans are forbidden as they might 


prejudge the wishes of the still undetermined future rulers of 
Trieste. 


* 


To the tune of Mr Pollitt’s condemnation of the “ colonial war ” 
in Malaya, the 4th Hussars and the 2nd Guards. Brigade are 
sailing for Singapore. They will bring the strength of British 
troops Operating against the insurgents up to about a division and 
a half and they should make it possible for Mr Malcolm 
MacDonald to carry out his promise to sweep the Communist 
rebels out of Malaya before the end of the year. The decision 
to send first-line troops has come none too soon. The continued 
toll of murders and terrorist raids is weakening the confidence of 
planters and Malayans alike in the Government’s power to protect 
them. More still might have been done to restore this waning 
confidence if the traditional leisurely progress by sea had been 
abandoned in favour of air transport. 


* 


American machine tool makers are worried over the lack of 
orders for their equipment coming through under the European 
Recovery Programme, and their disappointment has led them to 
conclude that the programme is becoming a “ gigantic relief 
project.” It is true, as noted in The Economist last week, that 
so far most of the purchases authorised by ECA. have been for 
food and raw materials. However, the authorisations to date are 
only for US grants to the Marshall nations, not loans. A higher 
percentage of industrial equipment is likely to start appearing on 
European buying lists when the current negotiations for ERP loans 
are completed. 4 


The European edition of the New York Herald Tribune fills an 
important need by its decision to devote one of its six pages 
every month to a survey of the progress of the European Recovery 
Programme. There is too little news in the daily press of the 
details of European production and the changing pattern of trade 
which is emerging. The first survey last Saturday revealed, for 
instance, that steel preduction in all the great steel-producing 
countries, except Germany, is well above the prewar average, that 
exports to Eastern Europe (except Russia) had dropped to 44 per 
cent of what they were in 1938, and that the petroleum needs of 
the ERP countries will in 1951 be more than twice the amount 
consumed in 1938. Such figures provide a useful guide of what 
is happening in Europe ; they should also serve to drive home to 
the lay reader the importance of ERP. 


* 


In The Economist of August 14th it was noted, in discussing the 
report of the Select Committee on Estimates upon the petrol con- 
sumption of Government departments, that the National Debt 
Office had accounted for 7,600 gallons. In fairness to that bedy ir 
should be pointed out that it controls the Trustee Savings Banks, 
which have some 900 offices in all, and that these excellent institu- 
tions, whose funds now total some £870 million as against £300 
million in 1938, are operated on a petrol expenditure of about 
two-thirds of a gallon each per month, 
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Letters to 


European Currencies and the Dollar 


Sir,—May I ‘suggest that we Europeans are busy buying a 
dollar deficit, at the cost of our foreign investments, of our 
gold, and finally at the cost of the American taxpayer. 

With a free market for currencies, the European gap would of 
course result in the appreciation of the dollar, thus making 
American goods more expensive on our markets and discouraging 
their import ; at the same time the exports of our goods to dollar 
markets would be more rewarding, hence encouraged. Our 
Exchange Controls have achieved. precisely the reverse. These 
grant dollars to our importers at prices in European currency 
which are notably lower than the true market value of the dollar. 
Thus in effect they make dollar goods cheaper on our markets 
than they should be. There is but one name for this practice ; 
we subsidise these imports. 

On the other hand our Exchange Controls do not allow our 
exporters the true value of their exports. Our European ex- 
porters get less for their dollar sales than their true counterpart 
in European currency: thus we penalise our exporters.. Applying 
proper incentives to imports and proper disincentives to ¢xports 
we get a very logical result. 

May I further suggest that we discriminate against — the 
European producer ? We are unwilling to grant him the benefit 
of world prices. Take Continental wheat: traditional protection 
held its price far above the transatlantic level ; now price controls 
depress its price well beneath the transatlantic level. It is surely 
a disincentive to clap a ceiling on the prices of essential European 
products which are scarce. To round out the paradox, our 
American friends at the same time provide price support for 
American goods which are in surplus, such as potatoes. 

While we agreed (in the lapsed Wheat Agreement) to guarantee 
prices for transatlantic wheat over a number of years; no such 
incentive has been offered in our zone where it might have 
restored North Africa to the role it played in Roman days. 

Before we even dream of discrimination against the American 
producer—a most regrettable course—should we not redress our 
present discrimination against the European producer of essential 
goods. Whether it is coal or wheat, should we not cease to 
penalise exports to the dollar area and cease to subsidise imports 
from across the Ocean ?—Yours faithfully, 

BERTRAND DE JOUVENEL 


6 Avenue du Général Detrie, Paris 




























From The Economist of 1848 


August 26, 1848 


In another part of our journal we published two petitions 
against the Factory Act, growing out of the prosecution 
lately instituted against Messrs. Jones, Brothers and Co. The 
petitioners have much to complain of. The girls of losing 
good wages, the employers of the uncertainty of the law 
and of being unable to make the most profitable use of their 
capital. At present the evils may not be so mutch felt, though 
now there are a great number of hands out of employment 
in the manufacturing districts ; but when Europe is restored 
to tranquility, when all the energies that are now directed 
to the pursuit of political chimeras on the continent, shall 
be concentrated on the production of wealth, when competi- 
tion shall be more active-and fierce than it. has yet been 
known, it may become a. very serious question, whether 
the fixed capital of this country vested on spinning mills 
shall produce its owners at the rate of 21 to 16 ounces of 
yarn per day .... The mill beine stooped working for 
three and a half hours, there will be so much less of its pro- 
duce to exchange for other things, and the girls dismissed 
from the factory, and losing amongst them £9 18s. 3d. will 
have so much less to lay out for food, groceries, books etc. 
Everyone of the trades which supply these articles—ihe 
baker, the butcher, the grocer, the sugar planter, the printer, 
the paper maker—will suffer, to some degree, by ihe arbitrary 
limitation placed on the powers of working of Messrs Jones’ 
mill... . . We are as sensible as any of our contemporaries 
of the evils of excessive labour; but, after all, the factory 
workers are better off in this respect than most other 
labourers, and the remedy for excessive toil is something — 
totally different from stopping the motion of those helps 
to human exertion, which, with a small quantity of labour, 
do very.much increase production and wealth, 
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the Editor 


Leak in the Dollar Pool 


Sir,—The Australian journalist who wrote the enclosed article, 
which I have clipped from the Singapore Sunday Times, has at 
last put into print a question ich many thinking people 
must have been asking themselves for the last couple of years, 

To a transient from Australia, Malaya’s whole gold-dollar position 
seems—despite Malaya’s huge dollar carnings—crazy ; to anybody 
from Britain it must seem more crazy.. Australia is so schooled in 
the rules of the Empire Dollar Pool that, on the whole, she is 
spending dollars only on articles which either aid Australian develop. 
ment or help Australia to boost food production. 

Singapore at first glamce—and at second and third glances—is 
stocked to the roof with gold dollar trinkets and non-essentials 
which must represent a big gushing leak in the Empire dollar pool, 
Zany American ties, oversize petrol-eating American cars, American 
cigarette lighters, fountain pens and shirts, 

And to a caller from Australia, well-schooled in the shabby de- 
tails of English austerity, Singapore’s colossal bill for alien fire. 
water is eye-opening. One cannot help wondering whether the 
kroner that went to buy Danish beer might not have been better 
spent in such tricky times on Danish butter. 

To say that Singapore is stuffed with non-essentials, luxuries 
and trinkets of hard dollar origin is scarcely to exaggerate the 
facts. To the few items enumerated anyone could add a list of 
anv length after an hour or so of inspection. 

It is probable that Singapore and Malaya are permitted to 
spend a certain proportion of their hard-dollar earnings upon 
themselves, yet with an administration under the control of the 
Colonial Office, and including a Controller of Foreign Exchange 
and a Controller of Imports and Exports, there is some reason 
for asking why the expenditure of that proportion is not restricted 
to essentials —Yours faithfully, H. M. SEVERN | 

Post Box 586, Singapore 


Tobacco Shortage 


SiR,—Why should we not ration tobacco? Why must we all— 
including even yourself—assume that the market for coupons 
which would inevitably develop must be “black”? Is not a 
black market an illegal market ? Why should it be made illegal 
to sell one’s tobacco coupons ? 

Why cannot the Government issue to every adult of 18 or 
over coupons entitling him or her to whatever very smal] amount 
of tobacco can be made available per head per week, stating clearly 
on the coupons that they are transferable, negotiable and generally 
at the absolute disposal of the recipient ? With perhaps a foot- 
note to the effect that you are advised to sel] them for 7 highest 
offer you can get and invest the proceeds. in National Savings. 
The Government would then be handing such tobacco as we can 
afford to buy to the public to distribute among themselves. without 
any fuss or bother. Those who could not find a better market; 
but nevertheless wished to sell, could sell the. coupons to 
tobacconists. . 

This would be rationing through the purse—but applied only 
to that quantity of this expensive commodity which we may want 
above our fair share. Everyone will be enutled to a basic ration 
at the normal price, together with as much more as they could 
persuade sweethearts and wives to let them have for love. For 
the rest they must pay-—and their demand will govern what they 


pay. 

It may be objected that this will come hard on the poor man 
who is nevertheless a tobacco addict. But is it. reasonable that 
his troubles should guide our policies? Is it not right that he 
should be encouraged to take a pull on himself ? Almost anyone 
can cut down smoking if he only makes up his mind that he 
will. Surely this scheme would assist that frame of mind? — 
_ Then there is the objection—I suspect the bureaucrat’s objec- 
tion—that all rationing would be brought into contempt if any 
coupons were freely bought and sold. I have no sympathy with 
this objection, and don’t expect you to; but one might perhaps 
call it a distribution scheme and label the coupons tickets. 
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page in the food books, and by the time the forgers have got 
on to this, replace with something that will puzzle them ?) If the 
scheme is sound in principle, surely the mechanies are manageable. 
Yours faithfully, A SMOKER 


Berlin Generals 


Sir,—After reading your paragraph on p. 294 im the issue of 
August 2Ist: 

It has taken three weeks of intense thought and careful manoeuvring 
by the professional diplomatists of America, Britain and France to 
overcome the tactical difficulties created by months of prestige poli- 
tics practised by the Berlin generals. 


May an Air Marshal (retired!) wield his pen in defence of the 
“Berlin Generals” who assuredly will not be in a position to 
address you themselves. 


Your note paints to me the picture of the generals practising 
“prestige politics” on their own initiative and without being 
amenable to guidance from, still less control by, their Govern- 
ments with the advice of their respective Foreign Departments. 
This may be the position (I have no other than public sources 
of information) ; and, if so, it may be a faulty arrangement to 
ask for diplomatic duties to be performed by or.in the name of 
commanders trained for military service, though there are, I think, 
many precedents for such an arrangement. 


But is it fair to imply, as to me your wording certainly does, 
that the generals are.to blame for this arrangement? It must 
have been laid down for them by their Governments. Moreover, 
each successive move in this “ practice of prestige politics ” must 
haye been well known to their Governments as, or most likely 
before, it occurred. These Governments have from the start been 
in a position to control or change the generals: and to determine 
their “ practice” as closely as desired by modern communications, 


So that the Governments must bear the responsibility both 
for the arrangement itself and for its working. In these circum- 


stances the inference of your paragraph seems to me most unfair. 


to our appointed representatives placed in a position of tre- 
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mendous complexity and responsibility. At such a time and place 
they need, above all, to feel that they have the confidence and 
King of higher authority and also of their public opinion at 
home. This paragraph could only serve to dishearten them.— 
Yours faithfulty, RICHARD PECK 


Grosvenor House, Park Lane, London, W. 1 


[The note to which Air Marshal Peck refers was less unsympathetic 
in intention than he suggests and was intended to refer as much to 
Marshal Sokolovsky and General Clay as to General Robertson. It 
is the view of The Economist that the Western Governments have 
allowed their representatives in Berlin to move into tactical positions 
which offered overwhelming advantages to the Russians. In the course 
of the Berlin dispute things have been said and done which seemed 
to weaken rather than strengthen the Western position ; for example 
the demand—never pressed home—that the Russians should leave 
the Rundfunkhaus, the decision to introduce Western marks into 
Berlin, and the statements by General Clay suggesting directly or in- 
directly that only armed attack could dislodge him and his colleagues 
from the city. Air Marshal Peck is right in pointing out that the 
responsibility for such happenings lies with the Governments; but 
there is evidence that the military governors have sometimes been 
obliged to commit themselves in advance of official instructions. The 
view. of The Economist remains as expressed last week that “ they 
should not again have imposed on them such a wide range of responsi- 
bilities, especially in economic matters.”—-Eprror] 


Nothing to Live For 


Sir,—Your correspondent Mr D. H, R. Barton wonders what 
sort of morale beer is supposed to sustain. 

If he will consult George Borrow he will find that the Romany 
Rye has made plain for all time the respective merits of beer 
and wine in his story of the pusillanimous publican on the verge 
of apostasy who, by giving up winé-bibbing and taking good 
ale instead becomes bluff, prasperous and a churchwarden! 

If my stevedore customers ever seek to refresh their wearied 
bodies with “small ports” instead of lashings of beer, 1 will 
retire, shuddering, to a milk bar-—Yours faithfully, 


“The George,” London, E.14. Water SEELEY. 
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AMERICAN SURVEY 





Mechanising the Grass. Roots 
(From Our US Editorial Staff) 


O one knows better than the storm-tossed British farmer 

the difference between crop estimates and _ harvest 

realities, but the official forecast of tnis year’s maize and wheat 

creps in the United States makes it safe to assume that a better 

than average harvest will be gathered in. If the present promise 

of plenty is fulfilled, near-record supplies of wheat and record 
supplies of maize will be on hand this winter. 

For wheat the yield in 1948 is estimated at 1,284 million 
bushels compared to the all-time record of 1,365 million in 1947 
and an average yield during the ten-year period 1937-46 of 
943 million bushels. For maize, the estimate of 3,506 million 
bushels is 8 per cent over the previous record, 25 per cent 
higher than the ten-year average, and 46 per cent above last 
year’s poor crop of 2,401 million bushels. These forecasts 
probably represent a more fundamental attack on inflation than 
the credit controls contained in the Bill passed in the special 
wession, to which the Republicans have just obtained Mr 
Truman’s reluctant signature, 

Wheat has now reached the state of commodities like 
potatoes and oranges, whose prices are maintained at govern- 
ment expense. On August 16th, the price of wheat at Kansas 
City and Minneapolis was $2.18 and $2.19 a bushel, which is 
just under the support price of $2.20 at Chicago. To the con- 
sumer, who is now spending 42 cents for food out of each 
dollar of his income, compared with 34 cents in normal times, 
these figures bring some hope. The promise of lower prices 
does not apply to beefsteak,. the cost of which will remain high 
because heavy marketings, in response to soaring prices for 
meat, have reduced the herds and to increase them takes time. 
But there is a real hope for lower prices for poultry and pork, 
since the supplies can be built up more quickly. Milk, 
which now costs 20 cents a quart, may be cheaper, and the 
price of bread is expected to drop as much as a Cent a loaf. 

To the farmer, out harvesting while the statisticians process 
the harvest into neat columns of figures, it looks as though the 
moment were approaching when prices will stop running up 
hill and when, on their downward journey, they may collide 
with cost rigidities. But in 1948 the farmer can rely on two 
buffers. One is the government price support programmes, 
which will fend off any repetition of the farm disaster of 1920 ; 
the other is the reduction of costs through large-scale 
mechanisation. 

On the western prairies, mechanisation has reached fabulous 
proportions since the end of the war. Trains of huge farm 
machines clank over endless stretches of wheat. The great 
plains are probably the most completely mechanised farming 
area in the world. No one cares, today, whether the farm hand 
can hitch that anachronism, the horse, or milk that little-known 
creature, the cow, but he must be a good mechanic. Winters 
are long, and farm mechanics, owners, and farm hands spend 
them figuring out how to make bigger machines do more work 
at alower cost. Units,of standard machinery are combined 
to create mechanical Gargantuas. High power is the chief need, 
and since 120-horsepower caterpillar tractors have become 
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relatively plentiful, farm geniuses have been able to give their 
imaginations a loose rein. 

For example, on an castern Colorado farm, a specially built 
disk plough turns strips of earth 63 feet wide and can 
prepare 320 acres—half a square mile—in a farmer’s working 
day. One special “ rig” works for a few days a year in South 
Dakota drilling 42 rows of wheat in a strip 35 feet wide. It 
moves four miles an hour and thus plants more than 160 acres 
of wheat in less than a farmer’s working day ; and it is run 
by one man. This miracle worker is composed of one 120- 
horsepower tractor and one 35-foot wide Graham Hoeme 
plough. 

This is the new plough now becoming widely popular in the 
West. It stirs the soil deeply with biting teeth of “ chisels,” but 
does not turn it over. Soil thus prepared, with a rough surface 
of clods, trash, and humus, absorbs all available moisture and 
resists erosion because there is so little dust for the wind to 
lift. Behind the first chisels come others set at 10-inch intervals, 
which furrow the soil, and behind them, hitched in tandem so 
as to cover a ribbon “ only’ 35 feet wide, come three smaller 
Graham Hoeme machines with grain boxes and press wheels 
added. The grain is dropped into furrows from these auto- 
matic hoppers and covered by the press wheels. Necessary 
repairs are made by a mobile machine kept at the fields’ edges, 
a workshop mounted on a jeep chassis which can weld, drill, or 
shape parts within a few minutes. 

The farmer who uses this equipment says its. mechanical 
costs are only seven cents an acre. The purchase price, includ- 
ing the tractor, is about $13,000. The same man has another 
such assembled giant which can plant eight rows of maize at 
once. He says, in spite of the high purchase cost, these innova- 
tions never fail to save him the entire purchase price in the 
first year of their use. The expenditure of time per man to 
grow either a bushel of. maize or wheat is far below the 
12 minute American average. 

* 


Machinery like this requires elaborate machine shop equip- 
ment and farms which use it have machine shop inventories 
worth between $25,000 and $50,000. The reputation of 
these grass roots mechanics is such that farm machinery com- 
panies keep scouts travelling over the great plains watchiag 
tor new ideas. The main business of the companies is to make 
standardised equipment to supply the needs of orthodox 
farmers having fields too small for these trains of machines, 
but from these agricultural mass production lines flows a steady 
stream of improvements in farm machinery design, such as, 
for instance, at least two leading brands of mechanical har- 
vesters for sugar beets. 

These large-scale farmers also follow all research in new 
and improved seeds, as their gains come from increased yields 
as well as from lowered costs. They are, of course, far ahead 
of their neighbours, but the consequences of their pioneering 
are widespread. They buy out adjacent farms and build bigger 
units. One 40,000 acre farm in the grain country was made up, 
a decade ago, of nine separate family farms. These inventive 
agricultural magnates live in the towns, send their mechanical 
miracle workers out to plant and harvest, and take long vaca- 
tions. What they have done on the great plains can, of course, 
be copied only on similar open spaces ‘such as the Ukraine and 
Argentina. In a period ef declining wheat prices they can con- 
tinue high production and stay in business without fear 
bankruptcy. Even in the United States their aaa can onl 
be followed on a limited scale, because. of Jack of capital.and 
unsuitability of and" """ oe on 
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Fight Against Discrimination 


[FROM A SPECIAL CORRESPONDENT] 


RepusBLicaNS and Northern Democrats may vi¢ with one 
another in Washington to get credit for civil rights legislation 
without actually passing it, but no such shadow boxing is 
possible in New York State. The laws enacted by many 
Northern States in the 1880s to assure Negroes equal access 
to hotels and restaurants had become dead letters by the early 
twentieth century. In their place New York State has passed 
a whole series of laws forbidding “ discrimination because of 
race, creed or colour”—not only in such accommodation 
(1909), but in public employment (1918), employment by 
regulated monopolies (1933), in the civil service and public 
housing (1939), in trade union membership (1940), in munitions 
factories (1941), and finally in all private employment for profit 
where there are six or more employees (1945). 

This last of the series adds “ or national origin” to “ race, 
creed or colour,” extending explicitly to all those of foreign 
birth or ancestry the protection intended for Negroes, Jews, 
Roman Catholics, and the other “racial” and religious 
minorities in which America is so rich. It has served as a model 
for other States and is likely to continue to do so. New York 
and New Jersey have had three years’ experience of anti- 
discrimination laws based on the same report of a New York 
commission, Massachusetts has had two, Connecticut one. The 
cities of Chicago, Milwaukee, Minneapolis, Cincinnati, and 
Philadelphia have adopted similar ordinances, and Bills based 
on the New York law are introduced regularly in more than a 
dozen Northern State legislatures, 16 of them in 1947. 

The movement owes much to the unpleasant resemblance 
between Hitler’s racial theories and those historically dominant 
in the more backward parts of the South, and spreading into 
Northern areas where migration has made Negroes a significant 
proportion of the population. The Detroit and Harlem riots 
of 1943 contributed to the feeling of urgency, as did shooting 
aficrays between whites and Negroes in army camps, and the 
increasing militancy of a now-literate Negro population. Three 
million Negroes, out of a total Negro population of over 
13 million, now live outside the South, enjoying full political 
equality and good Northern board schools. 

Moreover, by persecuting European Jews, Hitler awakened 
American Jews to a new consciousness of their position as a 
minority, and drove their scholars and the leaders of their lay 
organisations into active championship of the rights of all 
minorities. There were local incidents to dramatise the issue 
in each of the four States that have adopted legislation: the 
Harlem riot in New York, Negro soldiers in Trenton, New 
Jersey, tearing up the cashier’s booth in a cinema theatre when 
told “Balcony only for coloured”; the brutal beating of a 
beloved Negro preacher from Hartford, Conn., on a Southern 
railway carriage ; gangs of adolescent Boston toughs invading 
Jewish neighbourhoods to ask small boys if they were Jews, 
beating them if they said yes. 

So when the time came, the new laws were passed with 
support from both major political parties in all four States. In 
New York, Governor Dewey, though criticized for delaying 
the passage of the law for a year, has given its enforcement 
every support. These new State and city laws against racial 
and religious “ discrimination ” in employment differ markedly 
from the old civil rights laws of the 1880s, in that they are 
enforced by administrative process instead of by criminal law. 
Under the old laws, a Negro denied service in a restaurant may, 
if he is determined enough, get a prosecutor to act ; he may 
even win his case and see a small fine assessed. But his chance 
of permanently changing the restaurant’s practice is very slight. 

To assure the Gack more important new civil right of 
equality of opportunity. in employment, a gentler but. more 

ective device is provided, the threat of publicity. The laws 
require the use of “conference, conciliation and persuasion” 
as the first step after investigating a complaint for “ probable 
cause.” So far, in not one of the four States has the next legal 
step been taken of calling a public administrative hearing of 
all sides of the case, before commissioners. specialising in this 
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law. After the hearing the commissioners may issue a “ cease- 
and-desist order,” but this has no force of law. If it is not 
obeyed, the State takes the case to a court of equity and prays 
for an injunction to enforce the law (not necessarily the order). 
Some months after successful conciliation, the administrators 
investigate again to see if the employer—or trade union, or 
serene agency—is keeping its word about obeying the 

Ww. 

How effective are the laws proving to be ? The bulk of the 
complaints, from 60 to 80 per cent, come from Negroes, the 
next largest number from Jews, the rest mostly from Italian- 
Americans and other recent immigrant stocks. The National 
Urban League, a Negro social service agency, recently con- 
ducted a survey, unpublished as yet, by asking its secretaries 
in 2§ cities (mostly Northern) to enumerate the Negroes they 
could discover who were employed on January Ist in private 
enterprise for profit outside wholly coloured areas, and in more 
than menial jobs. Employment in public service and social 
welfare agencies was omitted because the Negro secured a foot- 
hold in them long before private enterprise let down its bars, 

It was found that 7,734 Negroes were employed in the 
25 cities as black-coated or professional workers, positions 
almost entirely out of the reach of Negroes a few years ago. 
New York, with 2,613 Negro technicians, clerks, and profes- 
sional workers, and Chicago, with 2,524, led the rest by a 
wide margin. But in Chicago the figures are deceptive, for 
almost all the Negroes are employed by Chicago’s big mail order 
houses and never meet the firm’s customers, 

If Chicago is included, four cities, New York, Boston, 
Newark, and Hartford, all in States with anti-discrimination 
laws, are seen to have provided just under half the total of 
coveted job opportunities. But if Chicago is omitted, the 
record of the cities in States with fair employment laws is out- 
standing. Of the 4,850 Negro black-coated workers in the 
24 other cities, 77 per cent were found in New York, Hartford, 
Newark, and Boston. 

It is also useful to compare the work of the new State agencies 
with the achievements of the Federal Fair Employment Prac- 
tice Commission, which during the war tried to stamp out dis- 
crimination in employment by threats of cutting off workers 
and supplies from firms with war contracts. The FEPC settled 
an average of 1,000 cases a year for the whole of the United 
States, leaving 1,400 more unsettled. The four States with 
new civil rights laws can point to the fact that they are settling 
1,200 cases a year on very little more money, combined, than 
the FEPC commanded. 

Perhaps more important than the laws themselves are the 
public opinion which has called them forth, the public and 
private research and education that accompany them, and the 
new habits of working together, on the job and in public 
affairs, that the movement fosters. 
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American Notes 


Campaign Plans 


Mr Wallace, who, unlike Mr Truman and Governor Dewey, 
is free to devote all his time to campaigning, is already out beating 
the Jim Crow bushes. Governor Dewey’s statement that he 
favours Italian trusteeship for the Italian colonies is a reminder 
that, with the election now only nine weeks away, the major 
campaigns are about to start in earnest. There are, of course, 
substantial Italian minorities in New York (which contains a third 
of the country’s 1,600,000 Italian-born) in Pennsylvania, California, 
and Ii{linois, all key election States, and Mr Dewey is certainly no 
more immune to such considerations than Mr Truman showed 
himself over Palestine. 

The chief conclusion, however, to be drawn from Mr Dewey’s 
insistence that he has a “solemn obligation” to discuss foreign 
policy is that he is determined that, while underwriting the 
Administration’s aims on European recovery and Russian relations, 
he shall not fight this campaign, like that of 1944, with one hand 
tied behind his back. A Republican campaign acquiescing in 
Democratic foreign policy and confined to domestic issues would 
ideally suit Mr Truman’s book. A Gallup poll taken since the 
end of the special session shows that sentiment for restoring 
rationing and price control on food and clothing has grown from 
39 per cent in April to §6 per cent and Mr Truman’s appointment 
of Mr Maurice Tobin to be Secretary of Labour brings an able 
and popular figure into the battle to win iabour votes for the 
Democrats. 

If Governor Dewey is content to hunt his political quarry out- 
side the ECA and Russian reservations, emphasising in foreign 
policy only the relatively minor sins of vacillation and blundering, 
no such restraint is likely at the lower levels. Mr Halleck’s 
broadside charging that the Administration’s foreign policy, by 
inflating foreign uid and defence costs, has been the chief cause 
of high prices at home, is one pointer towards the trouble Mr 
Dewey, if he is elected, may have with his party’s unrepentant 
Congressional leaders, In a speech a fortnight ago the Governor 
accepted the challenge, in a reference to Republicans who would 
like to restore the “dim, departed, almost forgotten, and surely 
never to be recovered past.” 

The story is that Mr Dewey’s campaign will be whirlwind and 
his speeches largely impromptu. But Republican strategy con- 
ferences suggest it will be exhaustively planned in advance: no 
asset will go unexploited, no threat overlooked, no opportunity 
missed. Mr Warren, uniike many Vice-Presidential candidates, 
who are chiefly famous for their obscurity, will be given a 
prominent national role, with careful liaison arrangements to 
ensure that no contradictions mar the unity of the team. The big 
cities, which have been the Republican Achilles heel since Mr 
Roosevelt came to power, will receive special attention. Of par- 
ticular interest is the admission that the Republicans take seriously 
the possibility (discussed in The Economist of July 17th) that, 
even if Mr Dewey wins, the Democrats may recapture the Senate. 
Every effort will therefore be made to bolster shaky Republican 
incumbents, to tip the balance in States where the Democrats 
are vulnerable, and to exploit Democratic divisions in the South. 


* x x 


Closed Shop and Hiring Hall 


Just one year after the Taft-Hartley Labour Act came into 
force, the National Labour Relations Board announced what is 
regarded as its most significant decision under the provisions of 
the Act dealing with unfair labour practices. This decision is 
likely to bring. before the Courts the controversial question of 
whether Congress was within its constitutional powers when it 
banned the closed shop or whether, as the trade unions allege, 
this ban was an unwarranted mvasion of the principles of free 
collective bargaining. If the matter goes as far as the Supreme 
Court, as it is expected to do, the Act. will probably have cele- 
brated its second birthday before a final judgment is given. 

The NLRB ruled that the hiring hall for seamen, as operated 
on the Great Lakes by the National Maritime Union of the Con- 
gress of Industrial Organisations,. violated the.closed shop pro- 
visions of the Act. Uneler the hiring hall system, employers are 
required to hire men supplied by the union: the NLRB objected 
not to this, but to the discrimination exercised ‘by the union 


against non-members when supplying the ship companies 
with personnel. _ This decision applies only to Great Lakes 
shipping, but similar decisions are anticipated in cases now pend- 
ing in connection with shipping on the Atlantic and ulf ‘coasts. 


On the day the NLRB published its ruling, the NMU_ reached 
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an agreement, with shipping firms on these coasts, which retained 
hiring ‘hall until such) as a Court of “competent juris- 
‘action * should determine its legality. The NLRB has con- 
demned such attempts to get around the ban on. the closed 
and the union intends to appeal against the NLRB decision 
on the hiring hall. Labour. could .hardly, have found more 
favourable "round on which to fight the closed shop issue, 
since there is general agreement that the hiring hall brought 
much-needed order to the chaotic abuses which had previously 
prevailed in the employment of seamen. The NLRB itself refused 
to comment on the contention that the peculiar characteristics of 
maritime employment require regulation of the supply of labour, 

This case has obvious bearings on the typographers’ disputes 
which have been going on in a number of cities during the past 
year. NDURB trial examiners have so far reported on about half 
of these cases, but the Board itself has not yet given any decision, 
The’ most important report was on the charges brought by the 
Newspaper Publishers’ Association against the International Typo- 
graphers’ Union of the American Federation of Labour, in which 
the union was held to be attempting to maintain closed shop 
conditions. 

A strike amongst dock workers on the Pacific coast is also 
threatening over hiring hall and wage questions, but the dispute 
with the longshoremen on the A c coast is over changes in 
premium pay for night work. The difficulty arises out of a recent 
Supreme Court decision on the basis on which overtime pay for 
dock-workers is calculated, which involves a substantial addition to 
the rates at present prevailing. The strike has been postponed for 
eighty days by an injunction under the emergency provisions of 
the Taft-Hartley Act. The injunction against the strike of mari- 
time workers expires on September 2nd but it seems probable 
that the other unions involved will follow the example of the 
National Maritime Union in reaching an agreement. The NMU 
has won wage increases of from $12.50 to $25 a month, similar 
to those given by other shipping companies to the AFL. Seafarers 
Union while the negotiations were in progress. 


x * * 


Medicine for Shipping 


These wage rises will mean a further increase in the excessively 
high costs which are the chief complaint of America’s permanent 
invalid, the shipping industry, which is once again sinking back 
into its chronic depression. It has been apparent for some time 
that the war was only a temporary, even if a very successful, cure 
for the illness of this industry and its poor state of health is 
particularly trying when compared with the rapid recovery of its 
foreign rivals and the abounding energy of the rest of the 
American economy. 

Obviously it is the duty of the family doctor, the United States 
Maritime Commission, to provide a tonic. He has been press- 
ing his usual prescription—subsidies—for some time, but the 
patient complained that the remedy was not strong enough. 
The subsidies are intended to offset the difference between 
American and foreign shipbuilding and operating costs, and the 
USMC has been offering to pay about 30 per cent of the total cost 
of new passenger ships. Congress at its recent session failed to 
take a hand in the treatment, and the Secretary of Defense insists 
that a cure is urgent. Moreover, $84 million, nearly half of the 
USMC’s available funds, will lapse if not pledged within the 
next five weeks. So the Commission has at last brought itself to 
agree with the shipping lines that its estimates of foreign ship- 
building costs have been too high and that a subsidy of 45 per 
cent is justified, although not one of 50 per cent as the companies 
were demanding. As a result, two passenger vessels, the first 
built in American yards since the pe ares are to be constructed - 
the use of American E in the Mediterranean ; 
operational subsidy, as well as the the builating subsidy, will be aa 
by the trie te ich. will also bear rise of s ey 
eatures in the ships, such as their round the. world over 2 no ; 
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passenger. 
America, w be operated by the United States Lines inthe Nort 
Atlantic. 


The Department of Justice has also prescribed some medicine, 
but not aly did it disregard the patient’s aversion to free competi- 


American, is breaking the anti-trust. 
polise the cargo trade of the Orient. It charges: the ‘conference 





SFTear mea” 


3 


An GaeTses S54 0 


BSRAGSARE FATS EBA RAS 


THE ECONOMIST, August 28, 1948 


with violating “the American ideal of competitive enterprise” 
by its system of exclusive patronage contracts, which are also 
used by many other shipping conferences to avoid rate wars. 
The Department holds that.sueh contracts’ are contrary ‘to the 
1916 Act which exempted shipping. confefences from the anti- 
trust laws. Under the Act the USMC has the duty of approving 
such agreements, and it is affronted at the suggestion that-it-has 
ever permitted foreign lines to set rates or to dominate American 
steamship companies. This difference of opinion between the 
two agencies is no new development, and the USMC probably 
shares the view of the shipping interests that the indictment 
menaces the stability of the whole shipping world. 


* * * 


Peacetime Conscription 


Next Monday is R-day, and newly restored draft boards will 
start taking the names of the younger brothers and even the sons 
of the men they called up between 1940 and 1946. Under the 
Selective Service Act of 1948 all civilian males between 18 and 
26 must now register for 21 months of military service. Although 
there are some eight and a-half million in this age group, the 
new draft law, which expires at the end of two years, provides 
so many exemptions that only a few of this number will actually 
put on uniform. It is estimated that there will be about 600,000 
eligibles, of which the Army will need 250,000 in the first year. 
The Air Force and Navy are up to strength, so that, at least for 
the present, the draftees will not be inducted into either of these 
Services, After a certain amount of objection from the National 
Security Resources Board, which deplored the depletion in the 
ranks of skilled labour, it has been decided to call the eldest 
men first, though as most of them were in one or the other of 
the services during the war and are, therefore, exempt, it will 
be the younger men who will make up the majority of those 
selected. Politics probably have something to do with the fact 
that inductions are not expected to begin until after election 
day in November. 

The time since the draft law was passed has not been wasted 
by those men becoming eligible for service. Some spring court- 
ships have been hastened into summer weddings (married men 
have been deferred by an Executive Order) ; many thousands have 
volunteered for the Navy and Marine Corps, and the Army is 
also well satisfied with the way recruiting has flourished—in July 
enlistment figures were around 50,000. The law provides a 
popular training programme for boys of 18; with the consent 
of their families they are invited to enlist in any one of the 
Services for 12 instead of 21 months. Besides serving a shorter 
time than the older recruits, they are better able to wedge their 
military service in between school and college or to complete it 
before taking a job. Such large numbers have taken advantage 
of this opportunity that many a 17-year-old fears the 161,000 
quota for this age bracket will be filled before he reaches his 
eighteenth birthday. Religious groups, on the other hand, have 
demonstrated their disapproval of conscription, and they have 
observed a Sunday for “mourning and repentance.” Some 
Quaker groups favour “civil disobedience” and offer assistance 
to conscientious objectors. 

Three years of demobilisation finds the Army short of the 
officers who will be needed to train the incoming draftees, and 
while some reserve officers have volunteered, it is feared that the 
ablest soldiers think that their war service sufficiently interrupted 
their civilian pursuits. The problem of doctors in the Service 
is even more acute than that of line officers, and, as almost none 
of the medical profession will be found among the recruits or 
the draftees, the Army will probably ask Congress for powers 
to draft doctors. If such an amendment is passed at the next 
session, the first to be called would be those who were given their 
medical education at Government expense during the war. 


* * * 


Singing in Minor Political Keys 


Since the Civil War only three Presidential candidates, other 
than those nominated by one of the two major political parties, 
have managed to carry even a single state and thus collect any 
votes in the electoral college—James Weaver, the People’s candi- 
date in 1892, and two Progressives, Theodore Roosevelt in 1912 


and Robert La Follette mn 1924. Except in those three years the 
minor party vote has never been more than six per cent of the 
total vote cast and it has been declining fairly steadily. Yet there 
have usually been at least four minor parties running candidates 
for the Presidency, and this year ir looks as if there may be 
nine of them singing for their suppers in the White House. 

Mr Gerald K. Smith, who stood for the America First Party 
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in 1944, has this year been nominated by the Christian Nationalist 
Crusade, an even more violently isolationist organisation, 
and the Texas Regulars and Independent Democrats of 
that year have been replaced by the “Dixiecrats,” the 
rebel Southern Democrats. whose candidates are Governors 
Thurmond and Wright. On the left wing of the Democratic 
Party there is, of course, Mr Henry Wallace, who is expected to 
attract the three or four million votes that traditionally go to a 
Progressive. .The Communist Party at its recent convention 
put its official seal on the support which it has been giving to 
the Progressive Party and “which the Progressive Party could 
well do without. The readiness of the Communists to work 
for a candidate who believes in “progressive capitalism” is 
understandable if it is remembered that in 1940, when they last 
ran a candidate for the Presidency, he polled only 46,000 votes ; 
even at the height of the depression, in 1932, the party received 
only 103,000 votes. 

In that year, Mr Norman Thomas, the hardy Socialist quad- 
rennial, polled nearly 845,000 votes, a record for him. Mr 
Thomas reported on the three Philadelphia conventions for 
the Denver Post in order to raise money for his sixth campaign. 
He. sees himself as the alternative to “a Communist peace, 
Truman’s confusion and Republican conservatism.” Many 
independent voters will sympathise with this view but few will 
express their sympathy in the polling booths; in 1944 the 
Socialist vote was only 79,000. Mr Thomas is not even the only 
Socialist competitor. The Socialist Labour Party has run a 
candidate fairly regularly for over fifty years, longer than the 
Socialist Party proper ; its champion, Mr Edward Teichert, gained 
45,000 votes in 1944. He is a follower of Karl Marx as inter- 
preted by Daniel De Leon and stands for “an industrial republic 
of labour.” The Socialist Workers’ Party, supporting its own 
candidate for the Presidency for the first time this year, is 
apparently a Trotskyite party and intends to “ mobilise the masses 
for a Workers’ and Farmers’ Government.” 

The Progressive convention gave the impression that Mr 
Wallace had collected all the “antis ” and “one purpose ” groups 
around him, but not only do the Socialist parties find their 
solitary point of agreement in their opposition to him, but the 
American Vegetarian Party is asserting its independence by 
putting up a candidate for the first time. It complains, however, 
that Mr Wallace has stclen some of its thunder. It is not so 
surprising that neither the Greenback Party nor the Prohibition 
Party have allowed themselves to be absorbed, since both first 
appeared on the ballot in 1876. The last Greenback candidacy 
was in 1884, but the Prohibitionists have been running candi- 
dates without 4 break. The Greenbacks take their name from 
the slang expression for paper currency and they propose to put 
“roo per cent greenback reserve behind all bank demand deposits 
to stop the boom-bust cycle.” The Prohibition Party collected 
nearly as many votes as the Socialists in 1944 and this year it 
has the advantage of the only candidate who was born in a log 
cabin, a qualification for the Presidency that is becoming very 
difficult to acquire. 


Shorter Notes 


The Interstate Commerce Commission has confirmed as per- 
manent charges the three temporary increases in railroad freight 
rates which have been granted since October, 1946. With adjust- 
ments recently announced, these amount to 22.6 per cent. Railway 
managements had asked for increases totalling 29.2 per cent, and 
they are expected to seek further relief this year, since costs are 
still rising and they are faced with new claims for higher wages 
which seem likely to be granted. 


* 


The sixty-sixth season of the Metropolitan Opera will take place 
after all. The 1948-49 season was cancelled recently because the 
management refused to meet union demands. After further nego- 
tiation, the employees have decided to sign contracts for another 
year on the same terms as before. 


* 


Next month “ buying on tick ” will become a little more difficult 
due to the anti-inflation Bill passed at the special session. Con- 
gress authorised the Federal Reserve Board to restore the wartime 
curbs on instalment buying ; this will mean stricter terms for the 
consumer, who will be obliged to make larger initial deposits on 
purchases costing over $50 (one-third in the case of cars) and to 
finish payments in 1§ or 13 months. But anything from a new 
roof to a diamond ring can still be bought on the instalment plan. 
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THE WORLD OVERSEAS 





Canada’s New Leader 


(From Our Canadian Correspondent) 


HE Rt. Hon. Louis St. Laurent, who will become Prime 
Minister of Canada when he takes the place of Mr Mackenzie 
King this autumn, was born 66 years ago. His father was French- 
Canadian, his mother Irish-Canadian, and he is, of course, Roman 
Catholic. Until eight years ago, he was a lawyer in Quebec City, 
a very able lawyer with a nationwide reputation. He could scarcely 
be called non-political, because in the Province of Quebec politics 
pervade everything, but at least he had not previously run for 
any political office. 

In 1940, however, Mr Mackenzie King lost his Minister of 
Justice and right-hand man, Ernest Lapointe. Mr St. Laurent 
was brought in to the Cabinet to make good the loss. No doubt 
there were staunch party men who resented the intrusion of an 
outsider at that time, but this month, at the Liberal convention 
called to choose a new leader, Mr St. Laurent got $48 out of the 
1,227 votes cast on the first ballot. It was an overwhelming 
victory for the newcomer. 

Mr St. Laurent’s political career has been marked by only 
one incident of outstanding importance. This was in the con- 
scription crisis of 1944, when, after various expedients, Mr Mac- 
kenzie King finally decided that conscripted men would have to be 
sent overseas to reinforce the Canadian Army in Europe. Mr 
St. Laurent stood firm beside him, and many people said that, 
considering the unreasoning French-Canadian antagonism to any 
form of military conscription and, above all, to conscription for 
overseas service, this was political suicide. But in the general 
election that came a few months later Mr St. Laurent got the 
largest majority in the history of his constituency—larger than it 
had ever given to the great Lapointe. 

In spite of this political triumph, Mr St. Laurent is not at his 
best on a political platform. Quiet, scholarly, even erudite, he is 
more at home at a meeting of the Bar Association or receiving 
an honorary degree at a University Convocation. He is most 
courteous, even courtly. He speaks elegant English—indeed, the 
linguists say that his pronunciation of English is more. pure than 
his pronunciation of French, which, despre his Irish mother, is 
his native tongue. The House of Commons listens to him with 
attention and respect, for he can quickly grasp the essentials of 
a complicated situation and see the point of an involved argument. 

Only once has he seemed to wander from the path of strict 
political honesty. As Minister of Justice, he was responsible for 
the secret Royal Commission which investigated the great 
Canadian spy ring in 1945-46. It happened that, at the end of 
1945, he had to tell the House what Orders-in-Council were still 
outstanding under the War Measures Act, and, perhaps inevitably, 
he omitted to mention the Order under which the Commission 
was then secretly working. But it is a pity that, when he was 
later charged with misleading the House, he did not openly admit 
that he could not then have made any statement which might 
have led to a disclosure of the Commission and its work. 


Strong Supporter of Western Union 


When Mr Mackenzie King decided to divest himself of the 
responsibility for External Affairs, which had traditionally been the 
task of the Canadian Prime Minister, Mr St Laurent became the 
Secretary of State for that department. Since external affairs are 
largely non-partisan, the position has suited him well, and he has 
filled it with distinction both at home and abroad. In recent 
months he has taken a lead both in Ottawa and Washington, in 
sponsoring North American military guarantees for Western 
Union. Once again he is taking a line diametrically opposite to 
the tradition of his native province which has been strongly isola- 
tionist. But now that foreign entanglements can be interpreted 
as alliances against Godless communism there is less. opposition 
than when they could be held up as British imperialism. 

On purely domestic issues his views are not widely known. He 
seems to stand to the right of .centre, both within the Liberal 


Party and also in the country at large where the party occupies a 
central position between the Socialists on the left and, on the 
right, various groups that can be broadly classified as Conserva- 
tives (the national Progressive-Conservative Party the Union 
Nationale in Quebec, and the Social Credit Party in Alberta). In 
one speech, given several months ago, he vigorously opposed any 
subsidies for housing from the federal government. On the other 
hand, he has supported the recommendations of the Rowell-Sirois 
Report (1940), which called for an extension of social services 
based on a redistribution of powers and revenues between the 
Dominion and the provinces; indeed, as the Commission’s Coun- 
sel, he may well have had some influence on its conclusions, 
Moreover, the same Liberal convention which chose him as their 
leader endorsed proposals, put forward by the Government in 
1945, that go even farther along the path of social security. 


Liberal Opposition to Provincial Rights 


This puts the Liberal Party and its new leader on the side of 
centralisation of powers and revenues, and against “ provincial 
rights.” Strangely enough, it was on exactly the opposite side 
of the same broad issue that the Liberal Party, led by Wilfrid 
Laurier, another French-Canadian, came into power in 1896. At 
that time it was the Conservatives who had been favouring political 
centralisation together with industrial protection and expansion, 
For most of the time since then the Liberals have been in power 
(except for two unsettled periods, 1911-1919 and 1930-35). They 
have usually stood, both under Laurier and his successor, Mr 
Mackenzie King, for. decentralisation and for provincial rights. 
This Liberal era was marked by Privy Council decisions regarding 
the Canadian constitution that have made i: a great deal less 
centralist than (according to most historians) the Fathers of Con- 
federation intended it to be. Now, however, it is the Liberals 
who favour centralisation (although not with the same violence as 
the Socialists), while the Conservatives, seeking to stem the tide 
of social legislation and government regulation, are on the side of 
provincial rights. 

The position of the Conservatives as the champions of provincial 
rights is being strengthened by developments in the Progressive- 
Conservative Party. Its leader, Mr John Bracken, has resigned, 
ostensibly because of ill-health and to admit a younger man. 
This is the work of an aggressive group, centred in Toronto, 
who want to get the national leadership for Mr George Drew, 
Premier of Ontario. Since they have got Mr Bracken out, 
they will probably get Mr Drew in. Mr Drew, of Ontario, and Mr 
Duplessis, who got back into power in Quebec in 1944, have 
together, and perhaps with some measure of collaboration, defeated 
the centralist overtures of Ottawa arising from the Rowell-Sirois 
Report. Within the past two months both of them have. held 
provincial elections in which the issue of provincial rights bulked 
large. Mr Drew was returned with a big but diminished 
majority ; Mr Duplessis with a big and substantially increased 
one, Interestingly enough, Mr St. Laurent took an active but 
apparently not very successful part in the Liberal Party’s pro- 
vincial campaign against Mr Duplessis. 

People are beginning to speculate on what sort of government 
Mr Drew might form in Ottawa if he got the opportunity. 
He would have his own followers labelled Progressive- 
Conservative from the three Maritime Provinces, from 
British Columbia and from his home province of Ontario. 
He would also have some from Que’ and others from 
the Duplessis camp. labelled Union Nationale. On the 
Prairies, where the name of Drew epitomises the unwillingness 
of the richest province to “ share the wealth,” he would have no 
direct following but would get co-operation from the Social Credit 
party which has, this month, firmly re-established its hold on the 
provincial government against the opposition of. Liberals and 
Socialists. ; 
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The question that the Liberals were asking at their convention 
earlier this month was: who can maintain the Liberal tradition 
of a truly national party, of Canadian unity, against the rise of 
socialism in various parts of the country and against the unholy 
alliance that Mr Bracken’s successor might piece together ? Look- 
ing to the next election, in 1950 at the latest, they were wondering 
how they could keep the hold over Quebec which they had main- 
tained since Laurier’s success in 1896 and which Mr Duplessis is 
now challenging, To this problem Mr St. Laurent was the obvious 
answer. His overwhelming victory will give the party a sense of 
solidarity and purpose. (The contrast with the antics that 
accompanied the Republican and Democratic conventions in 
Philadelphia in July also gave all Canadians a sense of the dignity 
of Canadian politics.) But he is not the ideal party leader. His 
inexperience, his firmness which may turn out to be stubbornness, 
his lack of common touch, and his ignorance of the hurly-burly 
of ward politics, all count against him. And so, of course, does 
his age. This factor alone will prevent him being another Laurier 
or another Mackenzie King who respectively led the party from 
1887 to 1919 and from 1919 to the present day. There are a num- 
ber of exceptionally able Liberal ministers around the age of fifty 
who would, in the opinion of many Canadians, make better leaders 
in the long run. But for the moment, and for an election next 
year, Mr St. Laurent is almost ideal. And he may be counted 
upon to carry out the duties of Prime Minister with dignity and 
with honour. 


Russian Tactics in Berlin 


Ever since the battle over Berlin became fairly joined between 
East and West, the Russians have made every effort to persuade 
the 2,500,000 Germans in the western sectors that their salvation 
lay with Russia and not with the “rather windy air bridge” 
of the western Allies. After having succeeded, by their blockade 
of the three western sectors of the city, in depriving the 
inhabitants of all fresh meat, and practically all fresh fruit, vege- 
tables and milk, in reducing the domestic consumption of elec- 
tricity to four hours daily, and in forcing all tram and under- 
ground services to stop running at six in the evening, the Russians 
then sought by various offers of food and fuel to show that only 
they were willing to take practical steps to alleviate the distress 
of the Berliners. At the same time they have taken every oppor- 
tunity to insinuate that the western Allies were trying to dis- 
member Berlin just as they were trying to dismember the rest of 
Germany. While the Russians have tried to assume unilateral 
control of various aspects of the city’s economy, such as currency 
and food distribution, in order to present the Germans with the fait 
accompli of sole Russian control, the Anglo-American counter- 
measures which have thus been provoked have lent colour to 
the charges of Anglo-American “separatist and divisionist 
measures.” 


The Soviet offer of July 20th to feed the whole of Berlin 
was called an “ act of unexampled humanity and generosity” by 
the Soviet-controlled paper Tagliche Rundschau. It was made, 
with careful timing, the day after the western Allies announced 
that owing to the Russian blockade, the increases in the ration 
scales agreed to at the last meeting of the Kommandatura could 
not be introduced in the western sectors. The effect of this offer 
was somewhat marred by the fact that it happened to coincide 
with an acute temporary bread shortage in three districts of the 
Soviet sector, the inhabitants of which were forced to borrow 
from their friends in the western sectors. However, the Russian 
offer was made to sound sufficiently alluring , The rations provided 
would include new potatoes and fresh milk. Those régistering 
at shops in the eastern sectors were offered an extra allowance of 
one pound of sugar, three pounds of potatoes, and one pound 
of flour, and the Germans to whom this offer was made were not 
then to know that it would later be withdrawn without any 
reasons given. On July 21st the Soviet-controlled German 
Economic Commission announced that it would consider means 
of improving communications between the western sectors and 
the Soviet sector in order to make it easier for people to fetch 
their food. Last week the Russians announced that every Berliner 
registering in the eastern sector would receive a hundredweight 
of coal and two extra of flour, and that next month 


white rolls would be baked for all ration categories in the eastern 
sector. These successive bribes reflect the poorness of the 
response to the Russian offer. Only a bare one per cent of the 
inhabitants of the three western sectors had registered in the 
eastern sector by: August 1st, which was originally supposed to 
be the last day for registrations. 
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The Russians have been quick to make use of the dislocation 
of trade and industry, and consequent unemployment, which is 
an inevitable result of their blockade of the city. Art the 
beginning of this month 3,470 firms in the western sectors were 
forced to stop work because of lack of power, and 4,627 had 
applied to go on short time. Russian propaganda has been sug- 
gesting that all economic problems caused by the blockade could 
be solved if only the works councils and managements would co- 
operate with the Russian-controlled German Econcemic Com- 
mission, and several offers have been made by the Russians to 
supply Western firms with fuel, raw materials and trading facili- 
ties. On July 22nd the German Economic Commission issued 
orders to the city electricity undertakings to supply 10,000 kilo- 
watt hours of current daily to the AEG turbine works in the 
British sector. Undeterred by the British refusal of this offer, 
on August 3rd the German Economic Commission offered to 
bring electric cables to those firms in the. western sectors 
which were ready to work for the Soviet economy, as well 
as to provide them with raw materials. A few days carlier 
the formation had been announced of. a “Trading Com- 
pany of Greater Berlin,” the object of which was said tw 
be “to restore normal trade relations between Berlin and the 
Soviet zone and to put an end to the stoppage of work in the 
western sectors.” Firms joining the company were offered a supply 
of raw materials and fuel and an assured market in the eastern 
zone. The day after the announcement was made the Soviet con- 
trolled press announced that fifty unnamed western firms had 
opened negotiations with the company. 


The Russians have accompanied their claim that the Western 
Allies have forfeited all right to share in the administration of 
Berlin by increasingly aggressive moves designed to deprive the 
Allies of their share in the administration of the city and to 
supersede the democratically elected German Magistrar by the 
German . Economic Commiss‘on. The economic dislecation 
caused by their determined efforts to secure unilateral control 
over Berlin’s currency must have had an unfortunate effect upon 
their campaign to woo the Germans, They authorised the trans- 
ference of 25 million marks to the Magistrat from its blocked 
accounts in the eastern sector probably because they realised that 
the Magistrat’s unpaid German workers would have the per- 
spicacity to place the blame for their lack of wages in the right 
quarter. But their offer to unblock part of the accounts of western 
private firms in the eastern sector was vitiated by the “clearly 
unacceptable conditions” by which it was accompanied. 


The British refused to allow the Russians to disrupt the dis- 
tribution of food in the city by trying to take over half the staff 
of the Magistrat’s food department to run their own scheme for 
feeding the city. And the move of Herr Fullsack, the legal head 
of the food department, with about 500 of his staff, from the offices 
out of which the Russians had turned him to new quarters in the 
British sector was hailed by the Russian-controlled press as a care- 
fully designed British attempt to split the central food office. The 
suspension on July 26th of Herr Markgraf, the head of the city 
police, on the grounds that he was fostering Communist influences 
in the police force, was also claimed by the Russians as evidence 
that the Western Allies were trying to split the city’s administra- 
tion, in this case by creating a separate police force of “ fascist 
rowdies ” under their own nominee Dr Stumm. However, 60 pet 
cent of the police in the eastern sector were unimpressed by this 
interpretation of Allied actions, and joined Dr Stumm, even 
though it meant migrating, bag and baggage, with their families 
from their homes in the eastern sector. 


Brazil’s Five Year 


Plan—Il 


[FROM OUR CORRESPONDENT IN LATIN AMERICA] 


It is an open question whether the remarkable development of 
air transport has bypassed or merely postponed Brazil’s “ railway 
age.” If the country’s resources are ever to become the lifeblood 
of its gigantic frame, then its actual predicament seems to be that 
it. has acquired veins before arteries. Yei aircraft themselves are 
helping to correct this novel development. Virtually the only 
links between some population clusters, they are carrying - 
building materials into the hinterland for a “ Transbrazilian High. 
way.” When a Brazilian can take to the road as he now takes 
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to the air, the pattern of the country’s economy will be very 
different, especially if his car is running on Brazilian petrol. But 
the Salte plan looks only five years ahead. 

The power section of the plan lays down a programme to 
exploit Brazil’s petroleum deposits, and to build 15 tankers and 
two refineries (for which France may supply the materials) 
capable of handling a domestic production equal to the country’s 
present consumption of 50,000 barrels a day—all imported. Wells 
sunk in the State of Bahia are not being worked. Their potential 
output |'s estimated to be a mere 2,500 barrels a day, and this is 
the extent of Brazil’s proved reserves. The amount of 1,150 
million cruzeiros ({15 million) which the planners propose to 
spend on new drilling is three times more than the Government’s 
total outlay since it first began to hunt for oil"28 years ago. It 
remains to be seen whether it will assure a domestic production 
of 50,000 barrels a day in four years’ time, as the planners believe. 
They estimate that, by then, the country will need 80,000 barrels 
a day. The vexed question of the terms on which foreign oil 
interests might participate is left severely alone, but Brazil’s oil 
prospects appear to depend on how this is settled more than on 
anything else. 

Hydro-electric schemes (for which Brazil has ample water- 
power) and the development of a heavy electrical industry are 
also contemplated. Here, however, financing is left predominantly 
to the foreign interests such as the Canadian-owned Brazilian 
Traction, Light and Power Company, Ltd., and the American and 
Foreign Power Corporation. Between them, they are to supply 
6.822 million cruzeiros (£91 million) of the 8,172 million cruzeiros 
to be spent. This does not include a loan of $90 miilion which 
the Brazilian Traction recently obtained from the World Bank 
with the Brazilian Government’s guarantee, for an electricity 
supply scheme for Rio and Sao Paulo. 

Such are the provisions of the Sale plan. Brazil has had plans 
without end, but the imagination is captured by the way the 
latest one marshals the development problems of the world’s fourth 
largest country. What of its attempt to relate its task to budgetary 
possibilities ? According to the planners, the Government’s 
outlay would amount to no more than £48 million, or 3 per cent 
of the national income for 1947, which was 120,000 million 
cruzeiros. This computation, however, allows for recoveries from 
development loans that are part of the plan. Even so, the pro- 
posed expenditure of 8,200 million cruzeiros in foreign currencies 
would be a cheap price to pay if, as the planners hope, increased 
domestic wheat and petroleum output during the last two years 
of the plan were to save more than all its foreign spending. The 
following table shows what, in fact, the Government proposes to 
spend. 

{in million cruzeiros) 


Ordinary Internal Total 
Budget Loans 


Faealthe os FSU. HeaG ak Ta 2,240 380 2,620 
Pott): oi vi tends. ind prtixknateiaand ou 3,700 3,700 
Petsiaport :o..i.evids wasnt 08s ccicge 6,060 4,070 10,130 
PACE: Ay ded nnd Odds Sacred we 1,900 1,350 3,250 


10,200 9,500 19,700 


In round figures, foreign capital is to supply (for electric power) 
{91 million of the £360 million for which the whole plan calls, 
and State and Municipal authorities a further £8,000,000, leaving 
£261 million (the 19,700 million cruzeiros shown above) to be 
found by the Federal Treasury over five years. Of this, £20 
million are budget appropriations which would be made in any 
case for programmes absorbed by the plan, so that £241 million, 
or about £48 million a year, is the extra strain to be thrown on 
the country’s budget. On the basis of the 1948 budget, this 
would increase annual expenditure by a quarter. The planners 
count on raising half of this imcrease: by internal loans, and 
another sixth by a 40 per cent iricreasein Brazilian tariffs (agreed 
at the ITO Conference in Havana) which came into force this 
month. The loans are to.come from :exporters, who would sub- 
scribe § per cent of theit sales ovér the five years to “ Salte Plan 
Bonds” ; from the Bank of Brazil, backed by its foreign holdings 
(mainly Brazil’s blocked sterling); and from the “ prudent” 
liquidation of coffee stocks held off the market in order to 
“ valorise ” Brazil’s most important export crop. 


Foreign Trade the Key 


Much obviously depends on the course of Brazil’s i 
trade, and both the planners and the political committee 
understandable concern over its present trend. Foreign 
during the first four months of 1948 showed an import 
of 1,612 mullion cruzeiros (against an export surplus of 30 
cruzeiros for the same period last year). port licences 
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been introduced, but with the United States alone Brazil had run 
up an import surplus of $49 million from January to May. And 
there has recently been a steep decline in cotton exports and 
drop in the all-important coffee shipments. These are up- 
promising signs. They hardly point, either to an effective 
“forced loan” from exporters or, if import restrictions are 
enforced, to more lucrative tariffs. Nor do they strengthen the 
economy of a country where inflationary prices seem to resist 
every control. Brazil’s dollar import surplus is proving equally 
intractable. 

But if foreign trade means much to the Salte plan, so does 
the attitude of Brazil’s vested interests. Crop producers, whose 
wealth comes largely from exports and whose strongholds are 
Sao Paulo and the south, complain that higher tariffs mean not 
only still dearer living for Brazilians but dearer tools for farmers, 
Added to the forced loan on exports this, they argue, would 
discourage agricultural expansion. Sao Paulo manufacturers may 
take comfort from the tariff increase, but they also resent the 
drain of the loan on their exports. The consumer may well 
continue to be the guinea pig. But the real significance of these 
arguments, calculated as they are to defend the interests of the 
richest States, is that they point to the intrinsic problem of all 
planning on a national scale. 


Importance of Sao Paulo 


The problem can be simply stated. The Federal Treasury 
draws the bulk of its income from the few wealthy States. Sao 
Paulo is said to pay two-thirds of the nation’s taxes, and has been 
described as “a locomotive pulling twenty empty wagons.” 
But many of Brazil’s richest natural resources lie in its poorest 
States, in Amazonia and the north-east, where conditions today 
prompt the visitor to echo the question of an early Portuguese 
statesman—‘ What is this wealth that makes such misery ?” The 
national conscience is with the Federal Government, but the funds 
are in Sao Paulo. And, not unnaturally, the Paulistas put their 
own problems first. 

Less developed States cannot finance their own development 
(more than go per cent of the revenue of Amazonia goes in 
salaries to state employees). In some cases they cannot pay their 
richer neighbours for the food they need so badly, cannot grow, 
and do not get. Unril their wealth is commercialised they have 
nothing to offer the busy and self-centred south. Amazonian jute 
might well be Brazil’s next great crop, in a country whose growth 
has been marked by cycles of “crop economies.” It would be 
just as rash to deny the possibility as to bet on the certainty 
that plantation rubber, or cotton, or petroleum, or the nickel and 
coal deposits on the Tocantins, will one day reach Brazilian or 
world markets. Only eight tons of jute seed have been produced 
this year, as an experiment. But next year there is every prospect 
of 40 tons. Meanwhile, Sao Paulo relies on India. And the 
Amazon is worlds away. 

Politically, the federal outlook is today perhaps more truly 
national—and more nationalistic—than ever. The trend began 
with President Vargas, and was strengthened by wartime develop- 
ment, which. taught Brazilians much about the. possibilities of 
their enormous country. But the economic balance of power is 
still held by Sao Paulo. 

All these circumstances do something to. explain why, one 
after another, schemes to “ valorise ” the Amazon and other parts 
of the country find a ready press but no solid. backing in the 
country. The development of such resources has usually. fallen 
almost exclusively to foreign capital.. And future development 
seems likely to follow the same course, 

The fact remains that behind the feverish cosmopolitanism of 
Rio, the-industrial fervour of Sao Paulo (which has. closer links 
with the outside world than with the Amazon) and the activities 
of many ports serving mere pockets in Brazil’s 4,000 miles of 
coast, half a continent waits to be modernised. The. statistics 
embedded in the sesquipedalian report..on the Salte plan only 
state the task of opening up this other Brazil, by far the largest, 
and perhaps the least understood, of all South American coun- 
tries. net the aoe of. President Dutra, however, and in Se 
small part use of.the pressure of world. the 
has at least acquired a new look, rs ; er 
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“TI think Id like 
a White Horse 
better than anything” 


MAXIMUM PRICES :— Bottles 33/4, 4-Bottles 17/5 
as fixed by the Scotch Whisky Association 








BANKING IN TWO CONTINENTS 


Centres 


"The network of branches operated by the 


NATIONAL BANK OF INDIA LIMITED 
covers INDIA, PAKISTAN, CEYLON, BURMA, KENYA, 
UGANDA, TANGANYIKA, ZANZIBAR and ADEN 
With this geographical distribution the National Bank of India Ltd. 
is particularly well placed to provide market information and a full 
sange of banking facilities for all those interested in trade or industrial 
development in these territories. Enquiries are welcomtd at the 

Head Office of the Bank at the address given below. 





Bankers to the Government in Aden, Kenya Colony, Zanzibar and Uganda. 
HEAD OFFICE: 26, Bishopsgate, London, E.C.2. 
General Manager: T. T. K. Allan. Deputy General Manager : N. W. Chisholm. 
London Manager: W. Kerr. ' 
a 
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UNITED KINGDOM AND CONTINENT 
TO AND FROM 


BRAZIL, URUGUAY AND ARGENTINE 


For full particulars apply to:— 
LONDON ......~« The South American Saint Line Ltd., 
81/82 Leadenhall St., E.C.3. 
HULL. ....2.0.2..- William Brown Atkinson & Co. Ltd. 
Roland House, Princes Dockside 


Agents also at GLASGOW, LIVERPOOL, BIRMINGHAM ; 
ANTWERP, HAMBURG, ZURICH ; RIO DE JANEIRO; 
MONTEVIDEO; BUENOS AIRES. 


THE SOUTH AMERICAN SAINT LINE LTD. 


HEAD OFFICES: SAINT LINE HOUSE, 60, MOUNT STUART sq0ane, Cian 





For holiday-lands abroad ! 


Every two hours a Royal Dutch 
Airliner leaves London for abroad } 


Holland Every 2 hours from London Airport 
for Amsterdam, £14 . 8 return. 
Rome Through connection leaves London at 
8.36 a.m. Dine in Rome. 
Tunis Through connection leaves London at 
8.30 a.m. and arrives at 
Tunis at 9.20 p.m. 
Switzerland Frequent through connections 
to Geneva, Zurich and Basle. 


Enquiries and reservations from all 
Air Travel Agents, or from K.L.M. Royal 
Dutch Airlines, 202/4 Sloane Street, S.W.1 
(Tel: Sloane 9656) and at 
Manchester, Glasgow and Dublin. 
Air freight carried on all flights. 
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WORLD 





The Direction of Britain’s Trade 


One of the most heartening signs recently has been the pro- 
gress of the export drive. In the first half of this year the 
volume of British exports surpassed the (admittedly reduced) 
target fixed in the “Economic Survey.” The extent of the 
impression which this bigger flow of British goods overseas 
has made upon the total external deficit has, however, been 
disappointing. As Sir Stafford Cripps pointed out recently, 
the visible deficit was running during the half year at an annual 
rate of £300 million—although the volume of exports was 
almost one-third larger than before the war and the volume of 
imports one-fifth smaller. The total external deficit, including 
invisibles, for the half year was equivalent to an annual rate 
of perhaps £400 million. Admittedly, this represents a marked 
improvement upon last year’s deficit of £675 million (or, 
according to alternative official figures, £575 million). Even 





by as much as {100 million—than the. {250 million upon 
which the Chancellor’s economic planning has been based. 
External disinvestment on this scale would have been intoler- 
able without American aid and, even with that aid, may still 
be imposing an undue strain upon the gold and dollar reserves. 

The general problem of Britain’s balance of payments there- 
fore remains, even though it is yielding to some extent to the 
efforts of recent months. What of the specific problem of the 
“hard currency” deficit which, until recently at least, was 
generally regarded as far transcending, in difficulty and im- 
portance, the general problem? Recently, it has been con- 
tended that t'.e scheme now being matured for extending trade 
within Europe, by directly linking intra-European credits with 
Marshall aid, will lead European countries increasingly to 
turn their attention from the dollar problem as such towards 
the problem of achieving external equilibrium as a whole. Cer- 
tainly, if means could be found to promote a multilateral flow 
of trade, and to restore convertibility to soft currencies, the 
distinction between “hard” and “soft” deficits would dis- 
appear; and it may be true that any progress towards multi- 
lateralism may make that distinction more and more blurred. 
In these early days of European co-operation, it is easy, perhaps, 
to take too pessimistic and cynical a view. But at least it should 


be said that there is little sign yet that the dollar problem 
as such is receding, and no assurance that it will not still be a 
source of anxiety when the Marshall period ends. 

Without prejudice, therefore, to the possibilities which may 
open out when the OEEC outgrows its teething troubles, it is 
still important to watch with great care the progress of the 
efforts to reduce Britain’s dollar gap, as distinct from its external 
deficit as a whole. In the short run, probably the only chance 
of further narrowing the gap lies in the expansion of British 
exports to the dollar area; but in the long run such efforts 
could be strongly supplemented by developing alternative 
sources of supply within the sterling area. Closer economic 
co-operation in Western Europe, if it includes some form of 
multilateral trading, will undoubtedly help, but the measure 
of relief it can afford is likely to be limited. 

Britain’s dependence on the Western Hemisphere for 
imports can be seen from Table I. In 1947, over 45 per cent 
of total imports came from this area, compared with under 
a third in 1938. Although no serious steps to rectify the dollar 
disequilibrium were taken until August, 1947, and although 
the measures then adopted were not particularly drastic, 
British imports from the Western Hemisphere declined 
significantly during the first half of 1948—though not to the 
extent that the full programme of cuts had led many people 


to expect. They amounted to £358 million, representing 


34 per cent of the total imports, compared with £381 million, 
or 46 per cent, in the first six months of 1947. This decline 
has occurred mainly in goods imported direct from the United 
States. As the value of total imports has increased, there has 
necessarily been a larger proportional expansion in imports com- 
ing from other sources. Thus, between January and June, the 
sterling area (excluding South Africa) supplied nearly 35 per 
cent of Britain’s total imports, compared with 30 per cent in 
the similar period of 1947. The proportion of supplies coming 
from European and other countries also increased significantly ; 
as this trade is largely regulated by bilateral agreements, much 
of it is equivalent to transactions in sterling. 

There has been in the aggregate a switch of imports from 
dollar to non-dollar sources. To what extent, however, has this 
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been a genuine switch, in the sense of affecting comparable 
commodities ? Imports of grain from the United States have 
been considerably reduced during the first half of 1948 com- 
pared with the corresponding period of 1947. Those from 
Argentina, however, expanded almost threefold, as can be seen 
from Table II. Larger quantities were also received from 
Australia. In total, grain imports from the Western Hemi- 
sphere have tended to increase. Supplies of meat from 
Argentina were 30 per cent smaller, but this reduction was 
partially offset by increased supplies from Canada and New 
Zealand, and on balance British meat imports declined by 
8 per cent on the year. Imports of American cheese, dried eggs, 
and processed milk were drastically reduced during the first 
half of 1948. Although imports of these foodstuffs from the 
Southern Dominions have tended to increase, the effect of the 
reductions in dollar expenditure has been to reduce British 
total imports of these categories. This is equally true of imports 
of fresh fruit, other foods and tobacco. In general, then, the 
saving of dollars on food and tobacco—such as it is—has 
resulted in a net reduction of supplies reaching the United 
Kingdom. There has been an expansion in supplies from the 
sterling area, but this expansion has been insufficient to offset 
the decline in goods coming from the Western Hemisphere. 

Raw material purchases have been little affected by the dollar 
cuts. The United States, Canada, and Argentina supplied 
{£59 million worth between January and June, compared with 
£61 million a year ago. But total imports of raw materials in- 
creased from £245 million to £342 million ; in other words, 
imports from dollar sources have been maintained while those 
from other areas have increased. For example, purchases of 
taw cotton from the United States have been reduced, or rather 
postponed, but bigger purchases have been made from sterling 
sources. On the other hand, imports of hides and skins from 
the Western Hemisphere have been considerably reduced with- 
out any corresponding increase in purchases from other areas. 
Imports of manufactures, on a value basis, have increased quite 
considerably during the year, both from the Western Hemi- 
sphere and from other sources. 

On the import side, therefore, the authorities have had some 
success in their efforts to substitute sterling area and European 
sources of supply for dollar sources. The main cuts in dollar 
expenditure, however, have had to be borne in a reduction of 
supplies. The extent to which substitution might be possible 
within, say, the next five years, is necessarily limited. Large 
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quantities of grain will still have to come trom the Western 
Hemisphere—from Canada, the United States or Argen- 
tina. Similarly, Argentina will remain one of Britain’s major 
sources of supply for meat. Britain may be able to do without 
American dried eggs and American cheese and luxury fruits 
and perhaps may even be able to reduce the quantity of Cana- 
dian cheese, eggs and bacon which it buys; but it ‘will ‘still 
have to import Cuban: sugar, although perhaps” not in ‘the 
same large quantities as at present. So, too, with raw materials ; 
the Western Hemisphere will continue to be an important source 
of Britain’s supplies—Canada for non-ferrous metals, wood pulp 
and timber ; United States for cotton, timber and metals, and 
Argentina for oilseeds, hides and skins. 
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This basic level of imports from the Western Hemisphere 
must in the last analysis be paid for by exports. Unless, there- 
fore, genuine multilateral trading is restored on a scale far sur- 
passing most present hopes, the payment can be made only by 
expanding the sale of British goods in dollar markets. And 
certainly that is true at present. The improvement in_ the 
re-direction of British exports, however, has not been so marked 
as that in imports. Although the value of exports to the 
Western Hemisphere amounted to £125 million in the first 
half of this year, compared with £92 million in the correspond- 
ing period of 1947, it represented under 16 per cent of the 
total—actually a slightly smaller proportion than in the similar 
period last year. The decline in the proportion occurred 
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mainly in the United States and Argentine markets ; in other 
words, the expansion of exports to those markets has not kept 
step with the general expansion in the volume of British 
exports. The major expansion, of course, has taken place in 
exports to the sterling area; the proportion of total exports 
sent to South Africa has, however, declined. 

In value, exports to the United States in the first half of 
1948 showed hardly any increase over 1947, but those to 
Canada, Argentina and other Western Hemisphere countries 
were appreciably larger. The major increases in exports to the 
United States consisted of vehicles, which in value increased 
fourfold; of machinery, which were almost trebled; and 
of wool manufactures, which were more than doubled. 
There was also a large shipment to the United States of non- 
ferrous metals, which probably consisted of partly worked gold. 
In the vehicle group, the largest single item was the export of 
private motor cars amounting to almost £2,000,000 ; textile 
machinery was the main item in the machinery group. The 
increase in exports to Canada has been due to larger shipments 
of wool manufactures (chiefly tops), which have risen from 
£4,000,000 in the first six months of 1947 to £9.000,000 in 
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the same period of 1948. Exports of vehicles to Canada have 
also increased appreciably, from over £1,000,000 to ‘neatly 
£4,000,000. This was largely due to @ large consignment of 
aircraft, but the number of private cars exported also increased, 
Exports of manufactured goods to Argentina expanded at a 
smaller rate than those to either Canada or the United States, 
the main increases being in machinery, electrical goods, chemi- 
cals and vehicles. 

By improved design and sales promotion, British exports 
to the Western Hemisphere can undoubtedly be increased stil] 
further, but such an expansion is unlikely to reduce Britain’s 
deficit with that area to Jess than £250 million a year—unless 
there is a pronounced change in the terms of trade, which this 
year have deteriorated still further ; that is, import prices have 
risen much more sharply than export prices, as the accom- 
panying chart shows. So long as ECA is available to meet this 
deficit, the present standard of living in Britain may be main- 
tained—given the strict limitation of the scale of domestic 
capital outlays. But, at best, ECA will last only until 1952, 
and that leaves litth time to develop alternative sources of 
supply. 


Capital Formation in Industry 


T this season, with Parliament in recess and political 
activity cut down for the holidays, the Government 
planners are working on the programme of capital investment 
for next year ; in the autumn it will be subjected to political 
scrutiny and revision, and in November or December can be 
expected to appear before Parliament-as the White Paper on 
Capital Investment in 1949. When the first White Paper on 
Capital Investment was published last December, its principal 
novelty lay not in anything tangible in its detailed contents, but 
in the attempt to formulate a comprehensive investment pro- 
gramme at all. 

Such an attempt was new, and the appearances were that 
the techniques both of drawing it up and of applying it were 
still embryonic. Its statistical basis did not appear to have 
got beyond the roundest of round figures. Its attempt, however 
necessary, to distinguish between net and gross investment 
would probably not survive detailed examination: by what 
method, and with what accuracy, was the running down of 
existing equipment assessed ? The programme outlined in the 
White Paper did, however, give one distinct impression which 
the intervening months have done nothing to remove. It gave 
the appearance of treating industry—and especially privately- 
owned industry—as residuary legatee to an estate which the 
prior claims of housing, utilities, and Government undertakings 
would largely consume. Assuming the gross total of physical 
investment at home planned for 1948 by private and public 
bodies to have been £1,600 million, it proposed to reduce that 
total by £180 million over the year. The reduction was to 
take effect largely in the second half of the year, so that the 
gross annual rate of investment would have fallen as low as 
£1,320 million by next December. 

Most of this reduction was to come out of private industrial 
investment—which included, for this purpose, plant, machinery 
and vehicles as well as building. The Government did not 
propose to re-introduce “ licences to acquire’ machinery, but 
proposed to rely on export quotas to reduce the actual amount 
of home investment, and on “ the good sense of private indus- 
try” to reduce the amount of capital work started: 

With this object in view, the Government will discuss the 
matter with the appropriate industrial organisations, so 3s to 
attain the maximum possible postponement of all investment 


not making a significant contribution to the export drive or to 
the output of basic industries such as agriculture, coal and steel. 


Industrial building was to be cut down, primarily in order to 
release more steel for the manufacture of engineering goods for 
export: 

To achieve the necessary diversion of resources, it would not 
be sufficient merely to restrict the number of new buildings 
started. It will also be necessary to postpone work on a good 
many. factory building projects which have already been 
authorised but which have not yet been started or are in the 
early stages of construction. 

Here the necessary physical controls were ready to hand, and 
a series of measures was enumerated on which Government 
action would be taken. Allocations of steel for building were 
to be reduced. For six months no new industrial buildings or 
extensions would be started, “ other than a limited number of 
projects of exceptional importance by reason of their contribu- 
tion to exports or import saving.” (In fact, as the figures for 
the issue of licences for factory building show, this was main- 
tained for five months, from November to April.) All factory 
building already i in progress, but which had not yet reached the 
steel erection stage, would be reviewed “with the object of 
postponing at least half.” And the general principle was laid 
down that “within the reduced volume of factory building, 
preferential treatment will continue to be accorded to the 
development areas.” 

The second White Paper may attempt an assessment of the 
working of the policy laid down last December. This, if it is 
to essay completeness, must be an elaborate task ; the forms 
which “ investment” in the sense of the White Paper can take 
(ranging from a new motor-coach, an isolated machine, or a 
telephone switchboard to a complete oil refinery) are too various 
and some of the media of control too tentative and incomplete, 
for it to be otherwise. This article seeks merely to discuss some 
of the factors which have influenced industrial investment in the 
nine months since the programme for this year was laid down. 

Government policy makes itself felt by various means—some 
direct, some circuitous. The bulk of new industrial building 
in the past three years has been financed not by new 
issues but from the existing resources of companies. But an 
industrial project, whether it requires an issue of new capital 
or not, cannot be realised nowadays without the approval of a 
Government department. Since the White Paper, “ approval” 
has been hardly a strong enough term; many projects are 
viewed with benevolence, but only those which can secure 
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active support have a good chance of going ahead. They must 
have building licences, access. to. steel. andtimber, and the 
assurance of working materials once they are in production. 
They must also have machines. Where contyol is not exercised 
by licensing, the Ministry may still wield a substantial authority 
simply through its power to divert machines or commodities 
to other destinations. If the Ministry of Supply causes machines 
to be exported (as, of necessity, it does) it follows that the 
home industrialist cannot buy them. If the roller-bearing 
mhanufacturers are occupied with huge contracts for the National 
Coal Board, so many fewer bearings will be available for other 
customers. Methods of pre-emption favour the official user 
as against the private user ; methods of allocation favour the 
old customer as against the new entrant into the field. The 
new entrant cannot get far without positive official backing. 
Equally, he cannot get far without finance. In view of. the 
steady depletion of industry’s wartime accumulations of liquid 
assets, a larger proportion of new capital outlays is likely to 
require finance through the new issue market than in the recent 
past. But, even though the ostensible method of vetting such 
outlays will be the mechanism of the Capital Issues Committee, 
the power of decision will still effectively reside in the controls 


_ (mainly physical) which are exercised by the departments. This 


now familiar arrangement has a simple effect: the Capital Issues 
Committee is rarely called upon to turn down any application, 
and it is doubtful whether the proportion of applications turned 
down this year, measured by cases or by the volume of capital 
involved, greatly exceeds 5 per cent. This is not to say that the 
Committee is ineffective: it is extremely effective. Most indus- 
trialists, and all issue houses, are perfectly aware that it is useless 
to go to the Committee with a scheme for which departmental 
approval has not first been obtained. If they should do so, 
they would merely have to wait while departmental reports were 
obtained. And the departmental reports concern themselves 
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not merely with the merits of the scheme, but with the hopes 
of fitting into the department’s investment budget the expen- 


diture of physical resources which the scheme would involve. 


The departments mainly concerned with private industrial 
building are the Board of Trade, the Ministry of Supply, and 
the Ministry of Food; each has a maximum: labour: force 
assigned to it, and is enjoined not to support projects: which 
together would employ more than the maximum.» Each is also 
restricted. .as to the steel which it can. cause to be put into 
new building. That these budgets may be exceeded dees not 
imply disregard of the restrictions ; it implies inability to contrel 
completely the speed at which new projects, once approved, 
make their call upon the constructional. resources. 
Substantially, then, the Capital Issues Committee does not 
itself restrict investment, but seeks to ensure that new. issues 
are in line with the real investment possibilities as seen by the 
Government. An apparent exception is the project which 
involves foreign capital, or which may require large purchases 
of plant or patent rights from foreign sources, or which may 
enlarge a foreign-owned undertaking and thus create a future 
drain on sterling. On these the Treasury itself has the last 
word ; the mere usefulness of the project, and even the readi- 
ness of a Ministry to divert the labour, the timber and the steel] 
from other work, have to be set against the possible monetary 
burden involved, and have to weigh heavily in order to prevail. 
Any new industrial project must therefore, to be translated 
into fact, enjoy the conjuncture of a set of favourable circtm- 
stances. It must conform with Government economic policy ; 
merely not to conflict with Government policy is not enough 
—it must be met not with acquiescence, but with something 
approaching enthusiasm. It must also, still, have the support 
of industrialists prepared to undertake it and able to see it 
through. A good example is the new refinery programme of 
the Shell group. The White Paper on Capital Investment on 
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The Great Fire of London, following on the Great 
Plague, changed the face of the capital, In recent years 
another Great. Fire has changed. the face of Lendon once . 
again. In:both these, catastrophes. the. watcbwerd-in, Lombard. \ 
Street was “ business as usual.” 
Martins Bank, through the old private bank which operated at the sign 

of the Grasshopper, a business which was absorbed in 1918, has a link with the 
famous men of the reign of King Charles II, for the King himself, Prince 
Rupert, the Duke of Monmouth, the Prince of Orange, and Samuel! Pepys, 
the famous diarist, all had accounts at the old bank. 

The business of Martins Bank is now countrywide and branches number 
nearly 600, but the personal touch has not been lost and is still one of the 
outstanding features of the service provided for customers. 
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It seems incredible that the existence of Kilimanjaro, the highest and most 
impressive mountain in the African continent, only became known to 
Europeans a hundred years ago. But such is the fact, for it was not until 
1848 that a German missionary-explorer realised that the billowing white 
masses, thousands of feet in the air, which he saw from his camp’in the 
plains, were not clouds as he had supposed but the snows which crown the 
mountain’s peak throughout the year. 

This seeming contradiction—a snow-capped mountain within a few 
degrees of the equator—has done much to bring prosperity to the local 
inhabitants. The melting snows of Kilimanjaro provide irrigation for the 
coffee plantations on the lower slopes and from these plantations the 
natives of the locality derive a great part of their livelihood. Full and 
up-to-date information from our branches im East Africa covering the 
coffee industry and other commercial activities of importance is readily 
obtainable on request. 
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the one hand, and the successive statements of the Shell chair- 
man on the other, show how the Government and the com- 
mercial undertaking each arrived by independent routes at the 
conclusion that complete oil refineries would have to be built 
in this country. The coincidence is an indispensable one. To 
fulfil the further necessary condition of finding the capital is not 
the simple matter that it appeared two years, or even one year, 
ago. That it is not may be attributed to the fall in the value of 
money, which (as company boards have lately begun to perceive) 
has rendered inadequate reserves which used to be thought 
ample. Or it may be attributed to yet another Government 
control over industry—control by budgetary and fiscal policy. 
Chairmen of companies have given attention to both points in 
a number of recent annual meetings. 

The chairman of Courtaulds observed in June that “ this 
whole problem of plant replacement is perhaps the greatest 
problem facing industry today.” He pointed out that the pro- 
duction and earning capacity of the company’s former American 
subsidiary, the American Viscose Corporation, could not now 
be bought for twice the sum which the parent company received 
in compensation for its forced sale during the war. Courtaulds 
had reserves of £26,000,000 of which £24,000,000 represented 
capital and revenue profits accumulated in the main for the 
purpose of development and expansion of the business: 

We must regard a large part of this amount of £24,095,842 
at the present time as likely to be required ultimately for addi- 
tional costs of replacement of our fixed assets, and we might 
even find it necessary to add further substantial sums. While 
your directors are concerned that we should have to eat into 
these reserves to meet what, to my mind, should be regarded 
as current depreciation costs, the additional annual amounts 
involved are so large that there appears to be no reasonable 
alternative at present to taking this course. 


He mentioned also that many of the projects which the com- 
pany had been considering a year before had since had to be 
modified or postponed, and that the Government had drawn 
attention to the necessity of cutting down capital expenditure: 
the country (he observed) had come down nearer to earth. 

*x 


Other heads of companies have been speaking with concern 
of the problem of preserving real capital value in inflationary 
times. The chairman of Patons and Baldwins pointed out that 
profits calculated on a basis which ignored the higher replace- 
ment value both of the stocks expended and of the fixed assets 
used were not really profits at all. The effect of taxing them 
as ‘f they were, he clearly implied, was to drain off the sources 
from which capital for new development ought to come. Patons 
and Baldwins has undertaken large plans of expansion, and the 
chairman explained that its capital requirements to complete 
those plans had risen with the rise in costs of construction. 
In this case, short-term arrangements had been made to finance 
the more immediate of these commitments, the directors “ con- 
sidering it prudent to postpone the initiation of any permanent 
funding operations until more stable conditions prevail.” 

The problem of maintaining real capital in inflationary 
conditions, and its connection with the problem of capital 
formation, were discussed even more forthrightly at the Unilever 
meeting on Thursday, when Sir Geoffrey Heyworth illustrated 
them on a huge scale in Unilever values (but the elements are 
the same for many smaller concerns): 

The cost value of our fixed assets at the end of 1947 was 
£82,000,000, and depreciation is being charged in the normal 
way, which will lead to an accumulation in due course of this 
sum for replacements as and when they are required. To-day, 
however, we estimate that to replace our existing fixed assets 
would cost £148,000,000, so that at present price-levels our 


depreciation fund would be about £66,000,000 short of our 
requirements. 


Thus, if it relied on the normal depreciation provision, the 
company would eventually find itself with fewer machines, 
fewer employees, and a reduced scale of operations. It could 
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avoid this only by the introduction of new capital. But this 
would not be an acceptable solution. 

The purpose of new capital is to provide facilities for making 
new products, to increase facilities for making the greater 
volume of existing products necessitated by extra demand and 
to purchase more expensive plant if it will do existing jobs 
more efficiently. 

The idea that the depletion of capital, due to inadequate 
depreciation allowances and under-valuation of materials, can 
be met from new capital is perhaps a natural confusion. 
reason is that the replacement of a used-up appliance and 
expansion of a company’s capacity by substituting a different, 
better and more expensive appliance often occur simultaneously, 
There is confusion, too, because current profits are an im- 


portant source of new capital—indeed, in the past, the most 
important source. 


It remained true that savings used for one of these purposes 
could not also be used for another, and that if they continued 
to be depleted by being taxed as profits the share remaining 
for expansion of the business would be even smaller. Sie 
Geoffrey added that the same point could be stated in terms of 
the national economy: 


_ In England, as in most parts of the world, the available capital 
is inadequate to meet the many legitimate demands that are 


made upon it. It is essential to ensure that new capital is used* 


for proper purposes and not applied to make good failures to 
mr intain existing capital. Otherwise we shall find that our 


capital resources are being gradually dissipated in current 
expenditure. 


The cases quoted here are in no way exceptional. Most of 
the major enterprises in most fields of British industry are 
conscious of ground lost during the war, or of new fields of 
activity which await the technical innovator. of expansion need- 
ing to be undertaken or re-equipment which would make pos 
sible the essential improvement of productivity. Many of them 
have embarked on plans from which they hope to see splendid 
results. The new oil refineries, the great undertaking of 
Imperial Chemicals at Wilton, the youthful petroleum chemicals 
industry, the innovations in plastics, nylon, and rayon, the new 
steelworks which are already beginning to give results—these 
are projects which have contrived to push their way past 
some of the obstacles of the economic crisis and the pitfalls 
of inflation. But they have still some distance to go—many 
of them a great distance—before they yield the full results 
which their authors expect from them. And the costs of con- 
struction and equipment rise while the planning and the build- 
ing are in progress. In the immediate post-war scramble, one 
project after another was frustrated or delayed until it became 
clear that the economy as a whole was taking on more capital 
effort than the resources of manpower and material would per- 
mit. Some of the capital effort was diverted to consumer goods 
industries which, at the end of the war, were given a higher 
place in the scale of priorities than they could hope to have 
today. When the Government took action last autumn to 
bring capital enterprise into a more realistic relation to the 
possibilities of execution, it was taking a step in itself reason- 
able and necessary. Unfortunately the division of capital effort 
in the White Paper gave industry a smaller share of the 
resources available for new investment than industry could 
reasonably claim. The next investment White Paper may 
correct this error—and will, indeed, be judged largely by the 
extent to which it does so. But the further obstacles interposed 
by the fallen value of money have been present throughout the 
postwar period. They were concealed for a time, largely by 
the impossibility (for the other reasons outlined) of getting 
large undertakings carried through. In the past few weeks 
they have been more and more openly recognised ; it appears 
likely that, if the physical and administrative restrictions on 
investment could be relaxed, the difficulties of forming and 
preserving capital in present conditions would require, all the 
more urgently, te be solved. : _ 
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Record Trade Figures 


Exports from the United Kingdom during July reached the 
highest value ever recorded and the highest quantity since 
July, 1929. At £146 million, the value was £8,000,000 above the 
previous peak attained in July, 1920, and the margin would no 
doubt have been greater but for the London dock strike at the 
end of June. This “ record,” however, may easily be misunder- 
stood. A seasonal peak tends to be reached in both exports and 
imports in July, both because it has the maximum number of 
Customs working days—27 instead of 26—and because of the 
tendency to clear documents to the Customs before the holidays. 
Yet the daily rate of exports last month was only very little above 
that for June ; indeed, the difference was almost entirely accounted 
for by the extra working days. Nevertheless, the general upward 
trend in exports was continued, though at a slower rate, as the 
accompanying table reveals. Recalculated on the basis of a 
standard month of 26 working days, the export figures show a 
very marked pattern. At the turn of each quarter the increase in 
exports is very small; between the intervening months it is, 
however, large. Is this quarterly cycle due to the incidence of 
holidays and the methods of compiling the trade returns or is 
it merely a statistical freak ? 


British Exports 
(Values Recalculated on Basis of Standard Month of 26 Working Days) 


£ Mn. | £ Mn. | 


£ Mn 
November.. 106) | February. 122} |  May...... 135 
December .. 1144 March... 126 Jane..6.. 13593 
January.... LS April.... 126) July «00006 140 


ih 


But it is not only the value of exports which has increased. The 
volume for July has been provisionally estimated at 49 per cent 
above the 1938 level—just short of the target rate projected for 
the year-end. In these volume figures, too, the rise since the 
beginning of the year has been continuous ; but, if past experience 
is any guide, this month’s volume index is likely to show a decline. 

By value, imports in July also attained a new high level, at 
£186 million, Much larger shipments of grain were received, 
mainly from Australia, and more meat and dairy produce from 
both Australia and New Zealand. Imports of raw materials, in 
particular raw cotton, were much smaller than in June, but 
arrivals of refined petroleum and jute manufactures showed an 
appreciable increase. Notwithstanding this heavy cost of imports, 
the adverse visible balance of trade was reduced to £33} million, 
compared with £38 million in June ; in both cases import value 
includes insurance and freight. i 

The vital question is whether the export drive can maintain 
its current progress throughout the remainder of the year. 
Machinery and vehicles are still the main. export groups. 
Machinery exports in July established new records for both quan- 
tity and value; nevertheless, the main markets continue to be 
India and Pakistan, followed by South Africa. Exports in the 
vehicle group, taken as a whole, have not increased to the same 
extent as machinery, and the expansion last month was mainly 
due to larger shipments of main-line locomotives. But the export 
of private cars continued to expand, totalling 18,600 units, of 
which 3.715 went to the United States, 2,326 to Canada, and 
1,820 to Belgium. It is encouraging to find these three “hard 
currency ” countries as the three leading markets for British motor 
cars. And a further bright spot has been the increase in the 
exports of cotton manufactures, which in July were 29 per cent 
larger than in June; their value at £13 million was the highest 
attained since 1929. Larger quantities were sent to the United 
States and Canada, but the main expansion was in sterling 
markets. Nevertheless, it will be no easy matter to maintain the 
current rate of total exports until December. 


* x. x 


Steel Prices 


Whenever steel prices rise, as they did last Monday, the whole 
economy feels an inflationary shudder, They form the backbone 
of the cost structure of every mechanised industry. But examina- 
tion of the list of increases permitted by the Ministry of Supply 
reyeals them as milder than they appear at. first glance. 

he .recent Coal Board shuffle of coal prices has. meant 
on balance dearer coal for the blast furnaces, and has driven 
up the price of pig iron by 2s. 6d. or 3s. per ton. This is 


Business Notes 


the latest of three increases. Basic pig iron cost £8 14s. 6d. in 
January and is now at £9 14s. A rise of 17s. om February 1st 
was the result of increased coal prices. The further increase of 
8s. on June 21st followed the government’s decision to change the 
subsidy on freight of imported ore. The steel industry, instead 
of being charged 150 per cent of the prewar freight, is now charged 
200 per cent, while the actual freight is around 340 per cent. The 
additional 8s. for pig iron meant $s. extra for billets. In conformity 
with the government’s price stabilisation policy, the industry 
agreed to absorb all this extra cost itself and the price of finished 
products remained unchanged. Now the cost of billets has again 
gone up without an increase in price, and once more the industry 
has absorbed the difference. There must be a limit to this process 
whereby the government subsidises the steel industry and the 
stee] industry subsidises its consumers. In one direction the end 
has already been reached. Increases in cost of heavy products 
formed direct from ingots, including heavy steel bars, sections 
and plates, colliery arches, pit props and rails, have: been passed 
on to the consumer at 3s. 6d. a ton. Scaffold lashings: will. cost 
3d. more a dozen. Main consumers of these heavy steel products 
are the National Coal Board, the railways, and the building and 
civil engineering trades. Possibly the Chancellor is less unwilling 
that prices should rise in these sectors than in the general run 
of industry. In the one case expansion is not regarded as being 
in the public interest ; in the other the inflationary impact can 
be softened by the policy of the nationalised boards. 

Advantage has been taken at the same time to correct some 
anomalies between costs and prices. Prices and costs of silico- 
manganese products (especially used in the manufacture of springs) 
had got particularly out of line: increases range from 20s. a ton 
for billets to 27s. 6d. a ton for wire. Alloy steel billets are raised 
by §s. a ton to parallel similar rises in the prices of other billets 
in June. 

These changes have left finished steel prices still only 60 
per cent higher than in 1938 while coal prices have risen 140 
per cent in the same period. They also leave Britain still the 
world’s cheapest producer next to Australia. The comparable 
American prices have recently risen and are generally higher than 
British or Belgian prices. Accurate figures are not yet available, 
but the gap between British and American prices—except for tin 
plate—is now considerable. 

The Treasury announced on Saturday its sanction of the pur- 
chase of 100,000 tons of steel from Belgium and Luxemburg as 
part of the 500,000-ton import programme. More than half of the 
Belgian stee! is expected to be in billets, sheet bars and wire rods 
Semis are more welcome imports than finished goods from the 
point of view both of the. British steel industry and of the 
Treasury ; finished goods cost more in hard currency, and the 
cost of finishing is higher in Belgium. 


* ” * 


Belgian Steel and European Payments 


The deliveries of the Belgian steel are to take place over the 
next three months.. In making the announcement the Treasury 
stated that the main purpose of the operation was “the easing 
of barriers to trade between the pafticipating countries of the 
Organisation for European Economic Co-operation.” This steel 
is additional to the amount being purchased under the current 
trade arrangements between Britain and these two countries— 
though not to the total imports planned for the United Kingdom 
this year. Since Belgium is still reputed to hold close to its 
£27 million ceiling of sterling, it is probable that this additional 
purchase of steel will cause Belgium’s holding of sterling to rise 
above the ceiling and thus bring into play the convertibility clause. 
This steel may, in other words, have to be paid for in gold. This 
marks the operation as being in a special category ; the Treasury 
has announced that a continuation of purchases on a similar scale 
must depend upon the institution of a payments scheme between 
the participating countries which will facilitate trade exchanges 
and remove, or at least postpone, the convertibility threat which 
is inherent in the existing payments arrangements. The gesture, 
however, has not been a British one alone, Belgium is under- 
stood to have somewhat reduced its prices for this. special deal 
and has also abandoned its customary technique. of linking 
exports that are essential with exports of inessentials. The adyan- 
tages of this purchase of 100,000 tons of steel will not be diluted 
by the compulsion to purchasé, also, azaléas or hot-howse grapes. 
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Anglo-American Film Relations 


Mr Eric Johnston, president of the Motion Picture Associa- 
tion of America, is in England again at the beginning of a short 
European tour. He is to meet the President of the Board of Trade, 
who is on holiday, at Oxford this weekend. The mecting is to 
be informal with no agenda, and there is evident a strict—almost 
ostentatious—lack of intention to discuss the British 45 per cent 
film quota, which has supplanted the remittance of earnings as the 
principal matter of contention between London and the American 
film industry. In days of dollar shortage, the preservation of 
European markets for American films—and particularly their 
preservation in a remunerative state—requires activity on more 
than one front, and there are plenty of problems to occupy 
Mr Johnston without any frontal attack on the British quota. He 
will be visiting France, Germany and Czechoslovakia: in Western 
Germany, with the reformed currency and the approach of a 
tederal government, the organisation of the market for films is 
clearly an urgent matter for Hollywood, and attempts to arrange 
for the remittance of film earnings may follow at only a short 
interval. 

Mr Johnston heid lengthy meetings during the week with the 
London representatives of the American film companies, to whom 
the quota has presented difficult problems of distribution policy 
and strong temptations to return to bellicose methods of trading. 
There have already been signs of a tendency for American renters 
to offer their first releases less to the big British circuits which 
are linked with the major British film producers, and more to 
smaller circuits which themselves resent the quota and are uneasy 
about their prospects of getting a good supply of films under it. 
There are suggestions, too, of a reversal of the American intention 
of three months ago to undertake film production in England on 
a substantial scale. As an answer to the higher quota, such a 
reversal is wildly illogical, It merely expresses the deterioration of 
feeling between the British and American film traders, The 
corollary (no less logical, since it cuts down the total of American 
film earnings semittable from Britain) is the collapse of the market 
for British films in the United States; for this the Sons of Liberty 
have been getting too much credit, and the American film trade 
too litrle. 

It appears unlikely that Mr Johnston will waste further energy 
at the moment on a direct attack on the quota. . But he may 
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suggest ways in which its effects might be mitigated. Such sug- 
gestions would probably include the appointment of an American 
distributor member to the Films Council; the Americans have 
not concealed. their. resentment at the loss of the seat on the 
Council which they had come to regard as theirs by. established 
custom. They migat also suggest the abandonment of extravagant 
attempts to exceed the quota on big British circuits, and even the 
admission of American producers operating in England to the 
British Film Producers’ Association? These are largely, though 
not entirely, matters which could best be settled by direct accom. 
modation with the British film industry, and it may be relevant 
that Mr Johnston has seen British producers and exhibitors during 
the week. The American film industry has still one bargaining 
counter in its hand ; it could offer a more helpful attitude towards 
the distribution of British films in the United States, and 
co-operation (instead of the present sharpening hostility) in the 
other markets of the world. 


* * * 


Unilever on Capital Maintenance 


Sir Geoffrey Heyworth’s exposition on the subject of replace- 
ment of capital, which formed the basis of his speech at the 
annual meeting of Lever Brothers and Unilever on Thursday, 
represents a challenge to both industry and Government. The 
dangers and fallacies involved in dressing capital up as in 
which have often been the subject of discussion in The Economist, 
were most lucidly expounded and exposed, as is shown in a lead- 
ing article on page 344 of this issue. Sir Geoffrey has not minced 
his words ; they are tantamount to a condemnation not only of 
the present method of fixing depreciation allowances for the pure 
pose of income tax but also of the whole Government attitude 
towards price control. Moreover, he makes it quite clear that, 
although it is not easy to define methods that will preserve true 
values of current assets in all circumstances, industry itself has 
not- really got to grips with the problem of the replacement of 
fixed assets. His plea for a more enlightened approach to the 
problem is timely, and in the final analysis all sections of industry 
are concerned. He states that “ The proper provisions to allow for 
replacements “must be calculated. ... Distributions of profit, 
however desirable, must not be made unless the maintenance of 
true capital is first assured. Selling prices must be so fixed as to 
bear relation to real cost.” As he rightly points out, a partial 
alternative lies in a sufficient increase in efficiency, but efficiency 
itself depends on the use of new and better plant which in turn 
is dependent on adequate provisions being made to acquire it. 
The implications for taxation policy are not new, but they have 
been made a little clearer, 


* * * 


Holiday Dis-saving 


The passing of the peak of the boliday season has been 
accompanied not only by the customary steep fall in the note 
circulation—its decline has. been even steeper than it was twelve 
months ago—but by a welcome improvement in the trend of 
the “small” savings figures. The latest return, which relates to 
the week following the Bank-holiday week, actually showed a 
modest amount (£788,000) of “net” saving. . Except for an 
insignificant sum in a single week in June, this is the first weekly 
credit since early May, and is the more striking in that the 
middle two weeks of August last year both showed small net 
debits. The improvement was mainly due to a decline in gross 
repayments, although encashments of Defence Bonds, despite 
the continuing stream of maturities (not included in the official 
figures) were still running above last year’s level. In the four 
weeks to August 6th, in which net dis-saving, as officially com- 
puted, totalled no less than £15} millicn, encashments and with- 
drawals of past savings amounted to nearly £73 million, and 
for two weeks were running at roughly {19 million, the 
highest weekly figure since the eve of last Christmas, In the 
latest week, however, they dropped to £13.8 million, the lowest 
since the first week of this financial year. ‘During the early part 
of the year, as the National Savings Committee pointed out 
recently, withdrawals were running noticeably below their 1947 
level ; in the twenty weeks to date, they have averaged virtually 
£1,000,000 per week less—a difference which may, perhaps, be 
associated with the more rapid redemptions of maturing Defence 
Bonds. During the four weeks strongly influenced by the holidays, 
however, the margin was sharply reduced. It will be particularly 
interesting, now that the holiday influence is waning, to see 
whether the former relationship to the 1947 trend will be 
restored, for the stream of Defence Bond maturities, which may 
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be regarded as supplementing the repayments as officially defined, 

In the financial year to date, “small” savers’ have imposed 
heavy demands upon the Exchequer. On the official figures, 
there has been a net dis-saving of £16.4 million, in contrast with 
net saving of £54} million in the corresponding period of 1947-48. 
But this official figure measures-only a ftaction of the true net 
disbursements which the Exchequer has had to make to holders 
of savings securities and deposits. Including £44 million of 
bonds repaid at maturity and £9,500,000 of interest paid out on 
encashment of savings certificates, the total is almost £70 million. 


x * * 


New Zealand’s Exchange Policy 


Second thoughts on the decision of New Zealand to bring its 
pound up to parity with sterling still leaves a good deal of uncer- 
tainty on the motives for this sudden move. Later information 
does not alter the first impression that this was an essentially 
unilateral act which had not been precedtd by the usual con- 
sultation with Britain or with Australia, the countries most 
directly affected by the decision. A few individuals in Britain 
and Australia knew that the question of a revaluation of the New 
Zealand pound was under serious discussion ; but they apparently 
knew no more than that. 

The reasons for the decision appear to be the usual mixture 
of economic and political arguments. The Government faces 
elections next year and it would profit it nothing to woo the 
agricultural vote, which is lost anyhow. Politically, therefore, the 
exchange gesture is an appeal to the urban vote. As such, it is 
of considerable importance. Even the farmers will for a time be 
protected from the impact of revaluation. They have in hand 
the recent substantial increase in prices obtained in the renegotia- 
tion of the food contracts with Great Britain. In addition the 
New Zealand Dairy Commission has at its disposal the substantial 
buffer pool accumulated in recent years of agricultural prosperity 
and will be able to pay the farmers the guaranteed prices for 
some time to come. The farming community, moreover, is in a 
favourable position to withstand a slight breath of adversity. 
Seldom have agricultural mortgage loans been lower and never 
before have the liquid assets of the farming community been so 
large. 
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One important factor in the situation is that ‘the revaluation 
of the New Zealand pound will produce an annual interest saving 
of £NZ800,000 on the overseas debt, This matter has. already 
been raised in the New Zealand Parliament and has led to a 
demand that a new budget be introduced to take account of the 
fundamental change in the situation brought about. in. this. and 
other ways by the exchange move, 


* * * 


Australia Drops Subsidies 


The Australian authorities are adhering to their first and 
immediate reactions to the New Zealand move, namely to assert 
that it will have no effect on their own exchange policy. “To allow 
the slightest hint of doubt or qualification to intrude in these 
assertions would inevitably ensure their defeat. As it is, Australia 
will encounter some difficulty in resisting the effects of the New 
Zealand move, which has created the belief that sooner or later 
Australia will have to follow suit. Already every trader who can so 
arrange his affairs as to be short of sterling ahd long of Australian 
pounds is endeavouring to be in that safe position. For the time 
being, however, the determination of the Australian authorities to 
hold the present rate of exchange cannot be in doubt and must 
be reinforced, if ever it had been in danger of wavering; by the 
angry protests that have come from Australian interests, industrial 
and agricultural, against the initiative just taken by the neigh- 
bouring Dominion. 


An important development in Australia which is not without 
relevance in the exchange situation was this week’s announcement 
by Mr Chiffley to the State Premiers that the Commonwealth 
Government could not continue subsidy payments on certain 
basic commodities. All Federal subsidies are being abolished 
except those on butter, tea and super-phosphates. ‘The effect of 
this move, which follows inevitably the result of last May’s 
referendum supporting the discontinuation of central control of 
prices, will be to raise the cost of living and, consequently, to 
increase by about 4s. 6d. per week the basic wage which is 
anchored to the cost of living index. This adjustment in Aus- 
tralian prices and costs must provide an additional argument for 
resisting the pull of New Zealand’s exchange revaluation, 
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Eastern Enterprise 


For over three hundred years men of enterprise and initiative 
have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 
with the specialised banking services that this trade demands. 
Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss theic 
problems with the Managers of the Bank in London, Manchester or Liverpool. 
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Italy and Sterling 


The “free and easy” economy in which Italy is now 
evolving is having certain adverse effects on other countries, 
notably Britain. The multiple currency and exchange systems 
allied to Italian native wit and the ingenuity of the commercial 
fraternity are beginning to cause some interesting contradictions 
in the financial situation. The Italian authorities have recently 
been complaining to the British that they are still acquiring sterl- 
ing, and that this is having a certain inflationary effect on their 
economy. At the same time, it has been evident that Italian 
traders and financial houses have been using every possible device 
to borrow sterling. The paradox is readily explained. A part 
of the sterling facilities in question has been used to finance deals 
in commodities involving arbitrage between the various layers 
maintained in the Italian exchange system. The British authon- 
ties have become painfully aware of this abuse of sterling credits, 
and recently instructed British banks to reduce to a minimum the 
availability of sterling for Italian banks, The inevitable how] of 
protest has gone up from Italy. It need not be taken too seriously. 
Facilities will be made available in London for all genuine com- 
mercial operations. For the others, the Italian interests concerned 
should shift their accounts elsewhere—somewhere, perhaps, where 
multiple currency practices are also the order of the day, at 
where little irregularities are better understood and more readily 
forgiven. 


* * * 


Commodity “ Shunting ”’ 


Evidence is accumulating that the regime of differential rates 
of exchange, which has been spreading over Europe and Latin 
America despite all that the International Monetary Fund may 
say against it, is having increasingly distorting effects on inter- 
national trade. The latest revelations on this subject come from 
Australia, where it was announced last week-end that a special 
Government investigator is to be sent to Europe this year to 
secure proof of the resale of Australian wool which has recently 
resulted in a loss of direct wool sales to the United States by 
Australia and thus has cost the Commonwealth valuable dollars. 
Four countries have been named by the Federal Government as 
indulging in such practices. They are France, Holland, Belgium 
and Italy. These countries have been informed that their pur- 
chases from Australia will in future be subjected to far closer 
scrutiny than in the past; so as to ensure-that the. amounts they 
purchase are sufficient for their domestic requirements only, and 
include no surplus which can be profitably “shunted” by re- 
exports to hard currency countries. The most important com- 
modity involved is wool, but rabbit skins have apparently also 
entered into this type of transaction. 

These Australian accusations have been answered by the 
French Foreign Office with denials that any such direct operations 
have taken place. These denials admitted that purchases of wool 
had been made in Australia by French buyers acting as repre- 
sentatives of American firms and that. payment had been made in 
dollars. ’ 

There is a decidedly unconvincing air about this explanation. 
It would, indeed, be strange if American importers of wool were 
using the services of French firms purely in the capacity of brokers 
or agents. French official spokesmen must, in any case, be re- 
garded as inadequately informed about operations which, in large 
part, must circumvent their own regulations. Their. reassurances 
on this subject cannot, therefore, be conceded very great weight. 


* * * 


China Tries Again 


China is making one more attempt to establish order amid the 
chaos which uncontrolled inflation has wrought. This time the 
Government is formally introducing a new currency unit as part 
of a programme of economic and fiscal reforms which would be 
really impressive were there any solid grounds for hoping they 
could and would be successfully carried through in the turbulent 
political and social conditions which are a primary source of 
China’s. present troubles. _The extent to which the moneéy 
economy has collapsed is well demonstrated by the terms of the 
currency exchange. The new unit, the so-called “gold” yuan, 
has conversion rates assigned to it in terms of gold and. silver 
bullion, silver dollars and US dollars, the rate for the last being 
4 yuan per $; and a one-yuan note will be given in exchange 
for 3,000,000 units of the existing currency, the Chinese National 
dollar. It has. been officially stated that an issue of. only. 200 
million yuan will suffice to convert the whole existing currency ; 
but even that modest sum implies that the total. circulation of 
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the old currency is astronomical—amounting to CN$600 million 
millions (fourteen noughts in all). It is hard, to credit even the 
physical possibility of withdrawing this whole mass of paper in 
the two months to November 20, which is the present is ion, 

It is scarcely less difficult to envisage the means by which the 
Government hopes to avoid currency excesses in the future, for 
note-printing has been its principal instrument of finance, given 
the void in the budget and the absence of any effective machinery 
for tax collection, The new programme takes due note of these 
not inconsiderable deficiencies, and proposes, among other things, 
an overhaul of the fiscal mechanism, tax “ adjustments,” an effort 
to end the losses of State enterprises, and cuts in the bureaucracy 
and functionaries. But, even supposing a-sufficient respite from 
political turmoil to enable a determined Government to pursue 
these praiseworthy ends, it would surely be optimistic to expect 
enough progress to be made in time to stop the drain before the 
Government coffers are empty—though there are hopes that 
American aid will bring some grist to the mill, The objective now 
declared is not, in any case, a balancing of the budget; it is to 
reduce the deficit to one-third of expenditure. Other measures 
include cuts in imports, compulsion to surrender bullion and 
foreign exchange, prohibition of hoarding, registration of overseas 
assets, a freezing of prices and wages, and a discontinuance of 
all cost-of-living contract clauses. 

The “gold” yuan is stated to have a “ 100 per cent reserve,” 
but it appears that 60 per cent of the cover will be in negotiable 
securities and assets of Government enterprises ; the remaining 
40 per cent is to comprise gold, silver or foreign exchange. The 
hard cover available at present is stated to be equivalent to 
US$200 million—sufficient to back an issue of 2,000 million yuan, 
which is declared to be the maximum circulation. It is a pity 
to denigrate a plan which, ostensibly, is cast on such sound 
principles. But doubts about the determination and ability of the 
Government to carry it through in such difficult circumstances 
are hardly allayed by reports that the whole plan was drawn up, 
but shelved, two years ago, and has only been brought forth now 
because the sheer weight of the existing mass of paper has virtually 
destroyed the money economy and is paralysing business. 


* * * 


Richard Crittall Receivership 


Since the passing of the interim dividend on the § per cent 
cumulative preference shares of Richard Crittall on June 12th 
this year, the board have had a stern tussle with the company’s 
auditors to determiné»the treatment in the accounts of the item 
for development expenditure. The vital quéstion whether the 
accounts would show a profiter a loss for the year ending 
December 31, 1947, apparently hinged on the outcome of this 
debate. Now the company states that a loss will be shown. 
Moreover, it is announced that the old board -has resigned in 
favour of a new set of directors and that a receiver and manager 
has been appointed by the principal bankers to the group of 
companies. 

This is.a sorry series Of admissions for the company to make 
less than eight months after a notable approach to the public 
for new finance—4§0,000 § per cent cumulative £1 preference 
shares at par were successfully issued to the public in December 
last, through the Whitehead ustrial Trust: The heavy over- 
subscription to that issue was, of course, partly attributable to 
the undiscriminating attitude of stags in the particularly favour- 
able market conditions at the time. But it was noticed then that 
some of the more discerning fought shy of the issue on the grounds 
that the balance sheet at December 31, 1946—reproduced in the 
prospectus and still the latest available—included amongst current 
assets an jtem_of £99,746 for “expenditure in connection with 
development’ and expansion of export trade and newly-formed 
subsidiary and associated subsidiary and associated companies.” 
However, neither the intangible character of this item nor the 
existence of a bank overdraft of £391,194 deterred investors from 
upholding the judgment of the stags. In the first few weeks of 
dealings the shares were a firm market at around 2s. premium. 
In the prospectus the directors estimated that net profits less 
profits tax would be not less than £100,000 for 1947 and £150,000 
for 1948. Yet in the light of the controversy on the treatment 
of development expenditure—on which the auditors have 4p- 
parently had their way—it seems that these estimates were based 
on the assumption that it would be permissible for the company 
to capitalise at least part of the development expenditure incurred 
during the period. e full accounts must be awaited before the 
amount of the loss for 1947, and the extent to which it has been 
due 40 the, auditors’ requirements of writing off development 
expenditure out of the year’s profits, will be revealed. 
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Machine Tool Stocktaking 


The exhibition of machine tools which. opened at Olympia 
this week is the first of its kind in London for fourteen years. 
During these years the British machine tool industry has greatly 
extended the variety of its products, and notably its ability to 
provide high-speed machines for single processes. Recent 
developments to be seen at the exhibition include machines for 
a new gear grinding process and for centreless thread spinning. 

The exhibition is the shop window of, an industry which is 
exporting 60 per cent of its production. It affects the machine 
tool makers little, but the development of the British economy a 
great deal, whether their product is sold at home or abroad. In 
1947 close On 40,000 metal-working machine teols valued at 
£26 million were made in this country. Production this year 
is running at an annual rate of £30 million (the figures exclude 
tools priced below £30). There has, in fact, been only a moderate 
increase in units completed compared with the immediate pre- 
war production, But the working capacity of the product has 
gone up with the increasing number of special-purpose tools made. 
There has been no fall in demand for machine tools since the 
war. Both the home and export markets have absorbed machine 
tools auctioned by the Ministry of Supply withour difficulty ; 
about one-tenth of exports has come from the auctions. Despite 
the auctions, orders in hand for new metal-working machines 
exceed 40,000 and represent 15 months’ work, or more, for the 
industry as a Whole. There are indications that this accumulation 
of orders is shrinking. 

It is no doubt unavoidable that the machine tool industry, like 
other branches. of industry, should be called upon to make export 
its primary concern, but the cost to the home economy has to 
be borne in mind. In so far as these exports keep home industry 
starved of the necessary tools for replacement, they mean that 
home industry has to live on its physical capital. It has been 
estimated that approximately 750,000 to 850,000 machine tools 
are in use in this country. Last year 31,138 units were delivered 
to the home market, all but 2,138 from home production ; this 
provides for only an inadequate rate of replacement, rather less 
than 3 per cent. 

It is difficult to be certain that the machine tool industry could 
in present conditions expand its output greatly. At one time 
the shortages of roller bearings and electrical motors were major 
obstacles. They appear to have been overcome, bur delays 
through shortages of castings continue. The results of the partial 
census of production of the machine tool industry in 1946 suggest 
that productivity is too low. From 1937 to 1946 employment in 
the industry increased by half (from 28,000. workers to 42,000), 
yet in 1937 81,000 tons of machine tools were produced against 
78,000 in 1946. The increasing complexity of machine tools can 
hardly account for the whole of this discrepancy. Symptomatic 
of the fall in productivity has been a sharp increase in non- 
productive workers employed. 


* x * 


Petrochemicals Finance 


Proposals for the reorganisation of the capital structure of 
the Petrochemicals group have been announced in conjunction 
with the news that the group has formally applied to the Treasury 
for permission to raise an additional £2,500,000 capital. The 
group’s desire to raise more capital, for the completion of the 
new works at Partington, near Manchester, for manufacturing 
chemicals from oi} by the “ Catarole” process, was made known 
some months ago. At present the capital of the group is mainly 
vested in Petrocarbon Ltd., whose principal operative role since 
the inception of the enterprise in 1945 has related to the provision 
of plant, technicians and research personnel. Now it is proposed 
that it should shed its major ¢apital responsibilities. These would 
be assumed by Petrochemicals. 

It is proposed, as a first step, that Petrochemicals should take 
over the entire preferred ordinary capital of Petrocarbon in 
exchange for 90,0005 -per cent £1 preference shares and 35,500 
£1 ordinary shares in Petrochemicals, while 45 per cent of the 
ordinary shares of Petrocarbon would be exchanged for 75,000 £1 
ordinary shares in Petrochemicals. A similar exchange would 
be effected in. respect.of the outstanding “A” and “B™” notes of 
Petrocarbon. The £900,000 .0f 4 per cent“ A” notes at present 
held by Finance Corporation of Industry would. be exchanged 
for an equivalent nominal amount of 4 per cent secured loan 
stock of Petrochemicals. . The £900,000 of 4 per cent “ B” notes 
of Petrocarbon, which carry the right of conversion into ordinary 


Shares in Petrochemicals, would also be converted at par. 
It was indicated in The Economist on May 29th that the Finance 
Corporation for Industry would provide the; major part of the 
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new capital required by the group and the remainder would be 
subscribed privately. This arrangement has now been confirmed. 
The Finance Corporation for Industry would subscribe an 
additional £900,000 of loan capital and £548,908 ordinary capital. 
A further £1,050,000 capital would be furnished privately. 


* * * 


Canadian Eagle’s Bumper Year 


The release of the Canadian Eagle report and accounts for 
1947 on the eve of the final day for applying for the new shares 
provided the perfect bait for any wavering warrant holders. The 
preliminary profits statement showing a rise in group net profit 
from £1,742,917 to £2,481.305 was satisfactory enough to give the 
right background for the new issue, but the revelation this week 
that group trading profit had increased from £2,506,998 to 
£4,453,488 went one better. With trading profits in such a 
buoyant state that a total sum of £1,750,000 can be placed to 
reserve for exploration and general purposes, it is evident that 
Canadian Eagle are looking internally as well as externally for 
the means to finance their schemes of expansion. As a result the 
price of the warrants on Wednesday, in thé last day of dealings, 
shot up to a record level of §s. 73d. after their decline to 
3s. Od. last week. On the same day the old shares rose to 31s. 74d. 
which is the highest price since the new issue was announced 
some weeks ago. With the success of the new issue thus under- 
written by the group’s own profit record, it is perhaps less 
necessary to dwell on the company’s acute need of new capital 
as revealed in the balance sheet at December 31st Jast. In a 
group of this kind, with inter-locking interests with Royal Dutch- 
Shell and other international oi] concerns, it is difficult to measure 
the correct significance of assets items which would otherwise be 
interpreted as intangibles. For instance, the total investmeat in 
exploration and oilfield expenditure of £9,325,936 include: not 
only the cost of shares in subsidiaries operating in Ecuador, 
Venezuela, Guatemala and elsewhere in the Caribbean area in 
conjunction with the Royal Dutch-Shell group, but represents an 
unstated amount of capitalised development expenditure. Yet 
the group’s capital requirements are clearly illustrated by the 
excess of £1,607,933 of current liabilities over a total of nearly 
£6,000,c00 current assets. 

Moreover, the present note of expansion in the activities of the 
Canadian Eagle is audible even alongside the great development 
schemes now being undertaken by Royal Dutch-Shell and Anglo- 
Iranian Oil, The finance required will be considerably beyond 
the group’s resources at December 31, 1947. It is expected that the 
increase in its crude oi! supplies will be carried much further than 
the expansion from 6,505,774 barrels in 1946 to 7,674,938 barrels 
in 1947. The principal additions to output will be obtained from 
the Dificil and Casabe fields in Columbia and from new fields 
in Venezuela. Further extensions of the marketing operations of 
the group are contemplated. These are to be undertaken by 
Eagle Oil and Shipping, whose oil sales rose from 25.2 million 
barrels in 1946 to 26.5 million barrels in 1947. The ocean-going 
fleet of this company, which now consists of 21 tankers of 
244.438 d.w. tons, is to receive additions of four new tankers, 
although only one of these is at present under construction. 


* * * 


Central Uruguay Compensation Revised 


The new proposals to be submitted to stockholders by the 
Central Uruguay Railway of Monte Video for the payment of 
compensation were announced by the company at the end of last 
week. The revised scheme, Which is tentative and must be 
embodied in legal form befofe being submitted tw the vote of 
stockholders, is the result of discussions between the company 
and the dissentient second debenture stockholders: The second 


debenture holders had vetoed. the original scheme on the grounds 


that their rights as holders of a prior charge had been unduly 
sacrificed to satisfy the nuisance value of the ordinary stock- 
holders. 

The main difference between the two schemes lies in the 
transfer from the ordinary shareholders to the second debenture 
holders of the right to any surplus remaining after stockholders 
have been paid the fixed rate of compensation under the scheme 
and after meeting all outstanding liabilities of the company. But 
although the capital repayment to be made on the second deben- 
ture has. been increased only from 85 per cent to 86 per cent, 
one. per cent on the second debenture stock is equivalent to some 
£37,400. The compensation of the ordinary stock is unchanged 
at 123} per cent. To assist in making wp ‘the additional sum 


required for the second debenture, the amount of compensation 
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earmarked for the directors under the original scheme is to. be 
reduced. by 20. per cent. ’ : 

As they stand at present, the new compensation terms do not 
specify clearly whether the transfer of the right to the “sweep- 
ings” also carries with it the obligation to bear any deficiency 
which might arise after the payment set out for the various stocks. 
It might be presumed ‘that any such amount would be deducted 
from the payment of 12} per cent due to the ordinary stock. 
It is considered unlikely, however, that such a contingency would 
arise. Although some second debenture holders will obviously 
cavil at the meagreness of the concessions obtained by their repre- 
sentatives, at least it appears that the principal objectors to the 
first proposals have now been appeased. With the object of 
ensuring that the scheme as a whole goes through—it would be 
foolish at this stage to tempt revocation by the Uruguayan authori- 
ties—it is believed that the various interested parties will accept 
the compromise represented by the new proposals. At any rate, 
the firmness of the Uruguayan Railway stocks this week indicates 
that the chances of confirmation of the general scheme are re- 
garded as having improved. 


* * * 


Quotas for Sugar? 


Sugar is the first of the food crops to be faced with a post- 
war surplus. The restricted demand, however, is due to monetary 
causes rather than to the saturation of the market. The chief 
exporters are Cuba, St. Domingo and other countries within the 
US dollar area, so that sugar purchases by European countries 
are conditioned by the availability of dollars. ECA will afford 
only a partial relief from this particular dollar stringency. Details 
of sugar allocations to Western Europe are not expected to be 
published until next month, but it is generally believed that the 
scale of imports will be no greater than last year. The Inter- 
national Sugar Council estimated at their recent meeting in 
London that in the season just ending supplies to the free market 
have totalled 4,835,000 tons, compared with estimated require- 
ments of 4,675,000 tons. Forecasts for the coming season are 
necessarily tentative, as much will depend on the out-turn of the 
Cuban crop. If the Cuban crop yields over 5,400,000 tons (or 
nearly 600,000 tons less than this year’s), then prospective supplies 
for the free market should total 4,715,000 tons—substantially more 
than the requirements of 4,135,000 tons. : 

In these circumstances, it was natural for the Cuban delegation 
to propose at the meeting a revision of the existing sugar agree- 
ment and reimposition of production quotas. Their case did not 
rest entirely on economic arguments ; it was concerned rather 
with the social unrest which might be caused in Cuba by any 
sharp fall in the world sugar price. Britain, however, led the 
opposition, because of the need to develop sugar production within 
the sterling area. The British West Indies are no less dependent 
on sugar than Cuba, but since their entire output is purchased 
by Britain, the vagaries of the world sugar market have little 
political significance for them, Moreover, it would be difficult, 
if not impossible, to expand production in sterling countries—as 
alternative sources to Cuba and other dollar producers—if output 
were strictly regulated by quotas. 


The general opinion of the Council was that a new Agreement 
would not be advisable at present, but it was decided to set up 


a Committee to study “the changing sugar ‘situation as it relates 
to the need or desirability for negotiating a new agreement,” and 
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to report to the Council its findings and recommendations. _Mean- 
while, a further protocol was signed prolonging the existing peice 
ment until August 31, 1949. By then, at least, the efféct of ECA 
on the world sugar market will be known, Perhaps, too, the 
significance of the Havana charter to commodity agreements in 
general will then be more fully appreciated. 


* * * 


The Nationalised Industries 


It is generally agreed that the time has come for the creators 
of nationalised boards to behold their work and see whether it 
is good. Mr Chester’s survey of the statutory origin of each of 
these new leviathans* is only a beginning to the study which is 
needed on this subject, but it is a thorough beginning. _He com- 
pares, point by point, the constitution, degree of decentralisation, 
financial organisation and Ministerial and advisory relationships 
imposed by statute on the eight corporations formed since 1945— 
BBC, Bank of England, Coal Board, Airways Corporations, 
Electricity Authority, Gas, Raw Cotton Commission and British 
Transport Commission, Then he has repeated the process for the 
three pre-1939 corporations, the Central Electricity Board (1926, 
now replaced), the LPTB (1936) and the Port of London Authority 
(1908). One interesting organisation, the North of Scotland 
Hydro-Electric Board, is omitted, and there is no reference to the 
oldest of all nationalised enterprises, the Post Office. 


What emerges is the contrast between the statutory provisions 
before and after August, 1945. “ There has been a considerable 
increase in the powers of the Minister to control and to interfere 
in the working of the corporations. There is, for example, no 
instance in the pre-1939 corporations of a Minister having the 
power to issue general directions.” Since 1945, regulations 
normally permit the Minister to dismiss a member of a corporation 
if, in his opinion, he becomes “unfit to continue in office.” 
Finally, the later corporations have less financial independence, 


A study of this kind can only describe the mould in which 
each of these corporations was cast. In British experience, 
environment is as important as formal origin in influencing the 
character of organisations. A full comparative study of nationalised 
industries would include the development of their organisations 
both within and without the statutory framework. However, 
changes in the shape of the matrix since 1945 do give some indi- 
cation of the trend of official thought—goaded by unofficial 
criticism—in the last three years. There is a perceptible tendency 
towards greater decentralisation. The latest nationalisation Act 
(the Gas Act), gives the area boards a considerable responsibility 
for policy, especially financial policy. In transport, by contrast, 
the revenue accounts not only of Area Boards but of executives 
were merged in the undertaking as a whole. The temptation to 
allow the economically efficient department to carry the rest is 
common to every financial unit, bur the greater the financial 
unit, the more widespread its possible effects. A second develop- 
ment is the increased accountability of the Minister to Parliament, 
especially for the gas and electricity industries. 


* * * 


Hongkong Entrepot Trade 


Trade returns from Hongkong support the necessity for the 
local import and exchange restrictions recently introduced. Hong- 
kong as a major centre of exchange between east and west can 
perhaps do no more than reflect the economic relationship 
between the continents. Thus inevitably dollar imports have 
increased since the war. But since the colony is in the sterling 
area, any foreign exchange losses are made good from the central 
reserves. When a local trader buys from the United States against 
dollars but receives payment for his re-exports in a soft currency, 
the queine area has, in effect, provided another country’s dollar 


Such considerations, quite apart from a number of activities 
which by their nature defy statistical investigation, explain the 
need for imposing a measure of control. To some extent the 
colony’s trade balance will inevitably be adverse, because the two 
million inhabitants have to live largely from imports. While 
considerable entrepot business is done in food s, food has to 
be retained for. consumption, and raw materials are needed for 


the local manufacturing industries. The restrictions are therefore 


’ 


not so much intended to reduce the trade deficit as the dollar 
losses, which are largely invisible. © = : 
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* “The Nationalised Industries.” By D.N. Chester. Institute of 
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In a ‘ Recordon * equipped office, work goes smoothly and efficiently. Your letters are 
magnetically recorded on paper discs, passed to your secretary who transcribes without 
interruptions and distractions. Recorded discs can be folded and mailed—filed—played 
back at any time—or instantly erased for use again. “Recordon’ keeps correspondence 
up to date—solves the shortage of trained secretarial staff. At £45 it is within the 


KR reach of every business—large or small. 


THE NEW ZO0W COST DICTATING MACHINE 
Protected by British and foreign potents and patents pending, Made in Engiand. 
Write at once jor literature and full details to the manufacturers and sole distributors. 


THERMIONIC PRODUCTS LTD. London Office: Pratt Walk, London, S.E.11. 


nnn Telephone: Reliance 2095 6 quaemmemmmmeeemmmemmen 








LIGHTING EVERY MATCH 


A hundred years ago Arthur Albright’s idea for making 
Amorphous Phosphorus on a commercial scale brought safety 
to workers in match factories, and gave the world its first 
safety match. Today Albright & Wilson’s match phosphorus 
Products light every match made in Britain and countless 
millions of others all over the world. 


ALBRIGHT & Wilson 
a) 


AMORPHOUS PHOSPHORUS * PHOSPHORUS ae 
Wi 
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New facts about 


the under 





your most 
vital customers 


The 1948 edition of the independent Hulton Survey has just 
been published. Based on this year’s research, it shows that 
the Dailv Mirror is read each dav by 8.730.000 aduleo of whum 
4,310,000 are aged under 35, and that it now has 1,130,000 
more adult readers under 35 than any other daily paper. 
These under-35’s, whose growth to maturity as consumers 
was hampered by war service and shortages, are now rapidly 
forming buying habits that will remain with them for life. 
They amount to over a third of our adult population and the 
most important potential market in the country. To 
safeguard your future prosperity sell now to the under-35’s 
through the advertisement columns of the Daily Mirror 


Daily 
Mirror 


THE NATIONAL DAILY 
WITH THE SECOND LARGEST SALE 


1,130,000 more adult readers under 35 than any other 
national daily paper (vide independent Hulton Survey) 
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The extent of local industrial activity should not be under- 
estimated. .. Textile exports, . for pee, cures the first six 
months of this year were valued at 144 n Hongkong dollars 
and exceeded textile imports fivefold. The expansion in Hong- 
kong’s textile industry is due largely to the arrival from China 
of rich Chinese textile manufacturers, complete with machinery 
and labour. 

HONGKONG ForeiGN TRADE 
First Half of 1947 and 1948, in Million Hengkong Dollars 


memeemaaneoe reece ae 
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auperts j Exports 
mer) es 1947 | 1948 
+ {> ed ; | 
S53 $ " 4 i: § 
i Million’ % | Million hoes: % |Million| % 
; i a 
Ali countries .....ss00 659 | 100 | 981 | 100 | 559 | 100 | 698 | 100 
Sterling area ...<essss 185 28-1 | 253 | 25-8 170) 6} wO4 | COS 26-3 
China , ... didis digsues 192 | 29-2] 177 | 18-0] 157 | 28-1 | 109 4 15-6 
USA... .(o85 Gaede 141 21-4 201 20-7 75 | 13-4 | 75 10-7 
Other hard currency } 
GOS . cd... hae 38 5-7 68 6-7 31 5-5 79 11-3 
Other countries ...... 1035 15-6 282 28-8 126 22-6 252 | Bl 
' 
U.S.A. deficit ........ | —~% | .. |—'% 
Votal deficit ......... 


j 


100 |... |-198 

“Trade with Chins still ‘Seats the bist : ; the published Sioes 
are an understatement on account of the smuggling which con- 
tinues despite increasing watchfulness. Furthermore, to escape the 
Hongkong restrictions on exports to China, goods destined for 
China are first sent to Macao and shipped on from there by 
devious routes ; significantly, exports from the. colony to. Macao 
have trebled in one year. 


* 


The value of Hongkong’s foreign trade has been over £100 
million (£1=16 Hongkong dollars) in the first half of this year 
and, as has been stressed here before, the new foreign exchange 
and import controls must not be applied to do in the long run 


IUic damage shen good. It is the less visible exchange losses 
from the Hongkong leak that call tor action. 


Three measures of control recently anounced were discussed 
in The Economist of July 24th. Hongkong merchants who had 
hitherto been allowed to retain three-quarters of their dollar 
earnings had, in future, to hand over all their dollar earnings. 
The import of goods from the sterling area (some of which have 
been re-exported to the United States and the dollar proceeds 
not surrendered) was tightened, and all monetary transfers from 
Britain involving more than £500, unless bona fide trade transac- 
tions, required the approval of the Hongkong authorities. This 
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latest regulation was extended last week, when it was announced 
that as a further measure of stopping the Hongkong leak, mone. 
tary transfers from the whole sterling area and not only Britain 
in excess of £500 would require local approval. 


Shorter Notes 


Mr. C, E, Simkins, trading as C. E. Simpkins brokers, was 
declared a defaulter on the Stock Exchange on Wednesday after. 
noon. The member concerned was admitted to membership of 
the Stock Exchange in 1945 and is the first to be “hammered ” 


since 1941. 
* 


Net profit of The International Nickel Cony of Canada 
for the six months ended June 30, 1948 in terms of US dollars 
was $20,235,066 ($16,460,339 for the Period of 
1947). This is equivalent to $1.32 ($1.06) a share on the common 
stock. Net profit for the quarter ended June 30, 1948 was 
$9,819,301 equal to 64 cents a share compared with $10,415,705 or 
68 cents a share for the first quarter of 1948. 


* 


The latest calculations made by the London and Cambridge 
Economic Service put the provisional production index for June 
for all industrial groups at 122, against 117, 123, 115, 122 and 115 
for the months January to May, 1948. Metal preduction has 
risen from 111 in May to 118 in June, and the output of motor 
cycles and airerafr from 133 to 143. Further data having become 
available, the authors of the index have adjusted a number of 
earlier calculations, in particular the comparison of the base year 
1946 with 1935. More improvements of this kind will be made 
as results of the 1946 partial census of production are published. 
A comparison of production and exports made in the Bulletin of 
the service shows a directly related expansion in both figures until 
the end of 1947. In 1948, however, exports have been taking an 
increasing share “of a nroduction whieh is probably sill iTShig 


slowly.” 
* 


It is reported from Calcutta that local jute mills are to stop 
buying raw jute for the time being owing to excessively high 
prices. Current quotations stand at about Rs 210 a bale (equivalent 
to £15 15s. per bale) and the Calcutta mills do not want to pay 
more than Rs 200 a bale (£15). The American demand for jute 
manufactures has declined appreciably owing to the use of substi- 
tute materials which high jute prices have lately encouraged. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the ee : Canadian Eagle Oil; Tunnel Portland Cement; Vaux. 





























Prices, 
Year 1948 
Jan. 1 to Aug. 29 
High Low 
E 
101g | 101 101 101s | 
02h" | 100 ly | 102% | 0 
102% | 100 | War Bonds 254, 1018 | 1014xd) 0 
104} 101} | War Loan 34% (after Dec. 1, 1952) | 103% | 103% | 1 
102} | 99; | War Bonds 2)% Aug. 15, 1954-56.) 102 102, | 1 
103 | 100} | Funding 23%, June 15, 1952-57. Lat l 1 
105} 10} National Dei, 3% July 15, 1954-58/ ~} 1 
105 | 101} | War Loan 3% Oct! 25, 1955-59... | 105 1054 | 1 
103} 100 Bonds 3% Aug. 15, 1955-65. 10 102 1 
101 4 % April 15, 1956-61....| 2 1 
1025 98, | Funding 15, 1959-69.....| 102 nt Vt 
114; | 110) | Funding 4% 1, 1960-90...... 11 10 
102 | 97x | Savings Bonds 3%, Sept. 1, 1960-70 101 4 xd, 101 xd, 1 
96 & 92§ [Savings Bonds 24%, “May 1, 1964-67 6h; Weil 
115% | 1125 Victory Bonds 4%, Sept. 1, 1920-76 | ot 114}xd) 1 
1015 965 |Savings Bonds 3°, Aug. 15, 1965- 515/300 Bt 11 
111 | 107 JC 4% (after Keb. 1, 1957) 109; 109% | 1 
1063 102 Conversion 3, “ (after Apr. 1, 19éi) 1s } AOS xd) 1 
654 744 | Treas. Stk, 2$%% (after Apr. nt xd 1 
i | Treas. Stk. «after pete 5 nee - 95 | 1 
934. | Redemp. Stk. 3% Oct. 98xd.|.1 
Sih 14% Consols 24% et alae 71 7% | 2 
TOI | $8] British Electricity 39 Gia Ye0-43) 201g} a xl 1 
a British Transport 3% Gtd. ieee , 94 1 
100 British ‘T Gta! 1968-73| 101 1 
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1045 | — (a) (d) | Australia 34% 1965-69..... o 103} 3 07 
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COMPANY MEETINGS 
LEELA LLL ALT 


GERRARD. INDUSTRIES, LIMITED |: 
TENSIONAL STEEL STRAPPING 
EXPORT SALES PROGRESS 
MR KAY HARRISON’S REVIEW 


The twenty-fourth annual general meetin 
of Gerrard Industries, Limited, was held, 
on the 18th. instant, at Winchester. House, 
Old Broad Street, London, E.C.,. Mr Kay 
Harrison, the chairman, presiding. 

The following is the chairman’s circulated 
statement : — 

I present the following statement on the 
annual accounts of the company and on the 
consolidated annual accounts of the company 
and its subsidiary, Gerrard Safe Seal (Over- 
seas), Limited, for the year ended March 31, 
1948. 

Dealing with the balance sheet and takin: 
the liabilities side first, the issued share capita 
is unchanged at £73,350. General and 
dividend equalisation reserve at £37,000 
compares with £35,000 and this increase is 
explained by the transfer by your directors 
to this reserve of £2,000 from the profit and 
loss appropriation account for the year now 
under review. Trade and sundry creditors, 
returnable deposits and accrued charges at 
£49,147 as against £57,835 show a reduction 
of {8,688 compared with the previous year. 

Turning to the assets side of the balance 
sheet, freehold Jand and buildings after taking 
into account the additions and depreciation 
stand at £14,722 as against £12,040, which 
is an increase of £2,682. As you will observe 
there is, under the heading of additions, the 
sum of £3,240 and this relates to the cost of 
house property situated in close proximity 
to the company’s premises in Brentford and 
acquired for occupation by a member of the 
executive staff to ensure improved supervision 
of the factory and offices. 

Machinery, plant, motor vehicles, factory 
and office equipment and furniture stand at 
£15,443 as against £10,287. This is an in- 
crease of £5,156 and is mainly accowmted for 
by the acquisition of mew machinery and 
plant for enlargemént of the scope of our 
manufacturing facilities. 

The item of shareholding m_ subsidiary 
company at £28,000 is unchanged and refers 
to Gerrard Safe Seal (Overseas), Limited, In 
this respect I might mention. that whereas in 
the previous year’s accounts a consolidated 
balance sheet only was included the accounts 
now before you are in the form prescribed 
by the Companies Act, 1948, and thus also 
include a consolidated profit and loss 
account ; T am reverting later to these con- 
solidated statements. 


TECHNICOLOR INVESTMENT 

Investment in ‘Technicolor Limited, at 
£29,087 is the same figure as in the previous 
year’s accounts. The Technicolor company 
im respect of its last financial year. paid a 
dividend of 7 per cent. the gross amount of 
which, namely £3,172, is included im the 
Present accounts.. This is the fourth succes- 
sive annual dividend from this investment 
and I am happy to say that having ae to 
the sound financial position of the Techni- 
color company there is every reason to expect 
@ continuation of dividends at a rate not less 
than is now reported. 

Adverting now to the profit. and. loss 
account forming part of the directors’ report 
you will note that. the wading. profit is 
£34,056 as against £28,960, pRoeng. AS in- 
crease of £5,096. The turnover | in 
value and volume was substantially in. excess 
of that of the previous year, but the cost 
of sales, particularly that of raw materials, 
was higher and this factor in. view. of our 


‘ower margin of profit... 1 Oo! 
circumstances you will, I feel sure, re 
the trading results as satisfactory. 


ALLOCATION OF PROFIT 


peace of stabilisation of pie ppulied ina 
In 


The net profit for the year after provision | 


for income tax is £12,933, compared with the 


previous year’s figure of £14,903, and after 
including the balance of £7,778 brought for- 
ward and the reserve for taxation no longer 
required of £3,500 there is a total sum of 
£24,211 of which £10,086 has been distri- 
buted as interim dividends. ‘Thus there is 
left for appropriation the sum of £14,125 of 
which £2,000 has been transferred to general 
and dividend equalisation reserve and £3,000 
transferred to reserve for future taxation, 
and as your directors do not recommend the 
payment of a final distribution there is a 
balance of £9,125 to be carried forward to 
the current year as against £7,778 brought in. 

As I have previously mentioned the present 
accounts include consolidated statements in 
the form of a combined balance sheet and 
profit and loss account of the company and 
its wholly owned subsidiary. This picture 
of the group shows that reserves and surplus 
stand at £72,170 (being the figure of 
£145,520 the total of capital, reserves and 
undistributed profits less 473,350 the amount 
of the issued capital) an increase of £15,881 
over the previous year and that the com- 
bined trading profits for the year under 
review amounted to £48,571 which is an 
increase of £13,998 over that of the previous 
year. In this context I would like to point 
out that a substantial part of this increase 
in trading profit is attributable to the export 
trading results of the subsidiary company. 

On the subject of the dividend policy of 
your Board which is and always has been a 
prudent one the larger earnings of the com- 
pany would have permitted—and in fact it 
was your directors’ intention to recommend 
—an increased distribution of not less than 
15 per cent. for the year which would have 
made a total distribution of 40 per cent.: 
but in. deference to the wishes of the Chan- 
cellor of the Exchequer for voluntary limita- 
tion of dividends and in conformity with the 
recommendation in that regard of the Federa- 
tion of British Industries no final distribution 
is recommended seeing that the interim 
dividends for the year under review amount 
to 25 per cent. less income tax which was 
the total distribution for the previous year. 

I would like to refer to the practice of some 
people who regard dividend distributions in 
terms of rate of dividend only without taking 
into consideration the actual capital em- 
ployed. It is pertinent to point out that a 
total distribution of 25 per cent. gross on ihe 
issued stock is approximately 7 per cent. on 
the actual capital employed in the group. It 
is this latter percentage which denotes the 
true return to stockholders and it is, to put it 
mildly, not excessive ; and this calculation 
takes no account of the relatively low values 
at which the majority of the assets appear in 
our books and at anything approaching pre- 
sent-day market values the percentage of 
dividend return would be still lower. 


ANALYSIS OF EXPENDITURE 


Before leaving the subject of accounts and 
having in mind the Government White Paper 
“Economic Survey for 1948” I am sure you 
will be interested in the following analysis 
of the company’s expenditure in terms of 
percentages of its income for the year now 
under review :— Per.cent. 

Raw: materials»... ...6..3.. 0b. osseeeeeees 56 

bonus and staff pension and life 
contributions 


assurance contributions ...-+-...... 18 
Operating expenses . 12 
PT euaties it...i)... comarnbils. oui. 6 

n a iSinddans ee 


I think these figures, broadly representa- 
tive of industrial concerns in general, clearly 
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show that investors have received, in com- 
parison with other income recipients, a finan- 


-cial return. oa their stockboldings which 


their sto i docs 
“‘not adequately reflect their true’ economic 


value. 
« THE:COMPANY’'S PRODUCTS 


The accounts having now been dealt with 
I wish: to refer to our principal business of 
manufacturers and distributors of tensicnal 
steel strapping and ancillary equipment for 
use therewith. Our products are applied for 
the exterior closure and reinforcement of 
boxes, cases.and like. containers and all other 
types of packages and provide a highly effi- 
cient means of security and deterrent against 
pilferage; and the “Gerrard” service avail- 
able to all customers includes a free supple- 
mentary advisory service for the solution by 
technical experts of any and all packing pro- 
blems and we are entering into arrangements 
with other organisations abroad to supply an 
expert inspection of cargoes service. 

The demands of users have continued 
unabated and under the existing limitations 
of supplies of raw materials our greatest diffi- 
culty has been tg cater for all the demands 
made upon us, but I am glad to say that due, 
in part; to the sympathetic co-operation of 
suppliers and of the appropriate Government 
Department responsible for the steel alloca- 
tion to meet the requirements of the’ ten- 
sional steel strapping industry—and which 
co-operation I gratefully acknowledge—our 
supply difficulties were somewhat less severe 
than in the previous year. 


DIRECT EXPORTS 


Regarding direct export business, which is 
exclusively handled by the subsidiary, 
Gerrard Safe Seal (Overseas), Limited, I am 
happy to be able to report that substantial 
sales progress was made in the year under 
review and in comparison with the previous 
year sales in value increased by 135 per cent. 
and in volume by 101 per cent. But this does 
not reflect our total contribution in the field 
of export business. It is calculated that of 
the parent company’s sales of strapping more 
than 50 per cent. is employed by customers 
on containers shipped to overseas markets 
and thus represents indirect exports. 

So you will see that we are very actively 
participating in the national export drive, and 
given an improvement in availability of raw 
materials we afe confident of our ability to 
make in the immediate future still further 
substantial progress, 


HEAVY TAXATION 


Taxation claims at present, in my opinion, 
are unreasonably heavy, and I would particu- 
larly make reference to the profits tax levied 
on undistributed profits which I think is 
entirely unwarranted. This denudes a busi- 
ness of funds which are normally ploughed 
back and employed on capital account for 
replacements, re-equipment and new develop- 
ments; and as the costs under these heads 
have greatly increased it is to be hoped that 
the Government will alleviate these burdens 
and thus enable a —- to retain a larger 
proportion of its profits and so encourage 
business expansion and the attainment of the 
objectives of research, development work and 
plant modernisation unquestionably essential 
for increased production and lower costs. 

Stockholders, I feel sure, will, especially in 
view of the results of the year, wish me to 
express their appreciation of the service ren- 
dered to the company by the managing 
director, Mr Stanley Parkes, and also their 
appreciation of the zea] and enthusiasm dis- 
played by the officials and all emplo of 
the company in all departments. e ali 
realise that the satisfactory results which we 
have been able to show, despite the many 
and varied difficulties during the year’s 
trading, are very largely due to: the loyal 
support and devoted service they have given 
to your company. ¥ 

The report and accounts were unanimously 
adopted; the other formal business was duly 
transacted, and the proceedings terminated 
with a cordial vote of thanks to the chairman, 
directors and staff. 
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LEVER BROTHERS & UNILEVER, LIMITED 


NEED TO PRESERVE CAPITAL 


SUPREME IMPORTANCE OF RESERVES 


EFFECTS OF POSTWAR CHANGES IN VALUES 


DEFECTS IN GOVERNMENT'S ATTITUDE 


PRODUCTION, DEPRECIATION AND TAXATION 


SIR GEOFFREY HEYWORTH’S SURVEY 


The annual general meeting of the 
members of Lever Brothers and Unilever, 
Limited, was held, on the 26th instant, at 
the Hall of the Chartered Insurance Insti- 
tute, 20 Aldermanbury, London, E.C.2. 


Sir Geoffrey Heyworth pfesided. 

Addressing the meeting, he said:—My 
Losd, Ladies and Gentlemen, I propose to 
take this opportunity of discussing the pur- 
pose of the two large reserves which we have 
made before arriving at our 1947 results ; one 
of about £3,600,000 for replacement of fixed 
assests; the other of about £4,200,000 in 
respect of stocks, 

‘The reserve for replacement of fixed assets 
in effect represents the additional loss in 
value of our fixed assets during the year 
over and above the depreciation based on 
original cost values. This reserve is neces- 
sary to preserve intact at the end of the year 
the effective capital which we had at the 
beginning of the year; in other words, it 
relates to 1947 only and it does not cover 
real losses of capital suffered in earlier years. 

The stock value reserve is a contribution 
towards the loss of real worth which we have 
suffered in respect of our current assets since 
the beginning of the war. 

As we shall see in the subsequent dis- 
cussion, both these reserves have a common 
origin—namely, the need to preserve capital 
intact — an elementary and_ universally 
accepted principle of economics. Beset as 
the world is at the present time by so many 
economic problems, there is a danger that 
this fundamental principle may be over- 
looked. In fact, it is more than ever neces- 
sary today that it should be in the forefront 
of our minds and be properly applied. 
Furthermore, under our democratic system 
it. is vital indeed that this principle should 
be understood by all elements of the com- 
munity. 


FIXED ASSETS 


First, let us examine the preservation of 
the capital invested in fixed assets. To pro- 
duce output we require buildings and pliant. 
As these fixed assets wear out in producing 
the goods we sell to the public, u follows 
that the selling price of the goods must con- 
tain an element equal to the wastage of these 
fixed assets, in other words a charge for 
depreciation. If depreciation is based on the 
original cost of the asset and price levels of 
plant and buildings remain unchanged, then 
the amount of reserve which we should 
accumulate during the life of the asset will 
be sufficient to buy a new fixed asset when 
the old one becomes worn out or obsolete. 
If, ‘however, when replacement becomes 
necessary there has been a complete change 
of values—for instance the doubling of the 
original price level of plant and buildings, 
then it is clear that a comoany can purchase 
only half its replacement requirements ot 
buildings and plant. 

To take a simple examp!e—that of a road 
Transport Company. Imagine-that it origin- 
ally had fixed assets of four trucks and tha 


5 years these trucks were worn out, fully 
depreciat be 


ed, and had to I 
that time new trucks of the same capacity 
cost £1,000 each, the money accumulated 


through the depreciation fund would buy 
only two trucks instead of the previous four 
and the operations of the company would be 
reduced to a half. 


COST OF REPLACEMENTS 


To turn to our own business, the cost 
value of our fixed assets at the end of 1947 
was £82,000,000 and depreciation is being 
charged in the normal way, which will lead 
to the accumulation in due course of this 
sum for pens as and when they are 
required. oday, however, we estimate that 
to replace our existing fixed assets would 
cost £148,000,000, so that at present price 
levels our depreciation fund would be dbout 
£66,000,000 short of our requirements. In 
other words, if we were to rely only on our 
normal depreciation provision we should fail, 
by this amount, to maintain the fixed assets 
necessary to continue our present scale of 
operations. We should have fewer machines 
and would have to throw people out of em- 
ployment. We could avoid reducing the 
scale of our operations only by the introduc- 
tion of mew capital, but what follows will 
show that this is not an acceptable solution 
of the problem. If the price level of build- 
ings and machinery rises further, the 
deficiency will be greater, and if the price 
level falls, it will be less. But in any event 
it is quite unlikely that prices will fall to 
such an extent that depreciation reserves on 
the basis of the original cost values will be 
adequate. 

The only way, then, in which we can main- 
tain that part of our capital which is invested 
in fixed assets is to recover in the price of 
our products an amount which truly repre- 
sents the wastage in value of our fixed assets 
at present day prices. If we cannot do this, 
then we shall be fixing our selling prices on 
a basis below real cost, and it the business 
community as a whole does the same thing, 
then the country will be consuming a part 
of its capital instead of paying its way. 


CURRENT ASSETS 


Let us now consider the preservation of 
capital in current assets. Current assets con- 
sist in the main of stocks of raw materials, 
goods in process and finished goods. For 
a given flow of production there is a mini- 
mum level of stocks which must be main- 
tained, otherwise interruptions occur and 
output falls. This minimum can only be 
properly expressed in physical units, i.e. tons 
of oils and fats, cases of finished products 
and so on—and not in money value which 
depends on the ruling price level. 

Tt will be sufficient if we consider what 
happens when stocks of raw materials are 
consumed. The difference between the com- 
sumption of raw materials and the wastage 
of fixed assets is merely in the element of 
time. If industry wore out its plant several 
times a year in making its product, there 
wuld be no difference; but normally, in- 
dustry consumes its fixed assets over many 
years whereas it consumes and replaces its 
raw.-materials several times in a single year. 
If, however, it is to retain its normal pro- 
ductive capacity, in charging its raw material 


it must apply the same principles which I © 
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have indicated should be applied to fixed. 
assets ; namely, it must recover in its selling 
prices the value of the materials it has con- 
sumed, This value must be the replacement 
cost, for if there were a continuous rise in 
the price level, a recovery of the original cost 
price would only permit replacement by ever. 
diminishing quantities. The flow of produc- 
tion would be progressively hampered until 
ultimately the business could no longer be 
carried on. 


PROBLEM ACCENTUATED SINCE WAR 


The problem has become accentuated since 
the recent war because today inflaticaary 
pressure is widespread. Since 1939 there 
has been a vast change in the value of money 
and a consequent permanent rise in the mean 
price level. As a result, there has been a 
severe depletion of real working capital. We 
can take it for granted that industry will, 
unless prevented by Government, fix. its 
selling prices so as to recover the cost of 
replacing materials consumed ; but this will 
not suffice because for taxation purposes 
profits have to be calculated on the basis of 
the original money cost materials used, 
Thus, in a period of rising prices profits for 
taxation purposes are inflated by the lower 
cost at which materials were bought ; these 
profits are taxed, and because of this taxation 
the business is left without the means to 
replace the materials used in the same 
volume, 

Again to give an example: a manufacturer 
buvs 100 tons of raw material for £1,000, 
This he converts into finished products, 
The market value of this raw material rises 
to £1,400. He then, using replacement as 
the appropriate basis, fixes the selling price 
for his finished goods so as to recover the 
£1,400 for the raw material element of his 
cost. He has thus made an apparent profit 
of £400 on the raw material element, in 
addition to any true profit he mav have made 
on the manufacturing operation, This 
apparent profit will be taxed to a varying 
extent in different countries. In the United 
Kiredom the tax would be abent £200, 
which would leave him with £1,200 to 
replenish his stock ; he can buy only 85 tons 
with this £1,200, and thus his real capital 
has been depleted. In other words, under 
these principles of taxation, Governments 
are obtaining part of their revenue by con- 
suming the capital of industry. 


GOVERNMENT CONTROLS 


It is necessary to mention here that in a 
number of cases where Government controls 
have been applied the losses have not been 
limited to the amount of tax collected on 
the apparent profit. What has happened in 
the seed-crushing, oil refining, hydrogenation 
and margarine industries in the United 
Kingdom will serve as an example. In these 
industries the Government at the beginning 
of the war took over at the then market 
prices the whole of the stocks so that there 
has been no opportunity to get back in 
higher prices even a part of the rise in price 
that will ultimately have to be paid for new 
stocks. When these industries are again 
freed they will probably be able to buy with 
the compensation received only a quarter or 
a third of the volume of the stocks taken 
over. 

In our own business it is extremely difficult 
to calculate the real loss in capital invested in 
current assets which arises from the change 
in values between 1939 and today, for unlike 
the fixed assets which are still in existence 
and can be identified individually, these 
current assets have changed many times 2 
today may not even be similar in description. 

, until free markets are restored it 
is not possible to establish the limits within 
which postwar raw material prices will 
fluctuate. It is certain, however, that the 
loss amounts to a formidable sum. 

THE BOARD’S METHOD 

How then have we dealt with it? It has 
been our practice to retain profits in the busi- 
ness in the main to provide for natural 
expansion without having recourse to -newW 
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capital. During the war years..we increased 
the proportion of these retentions to meet 
in part these real losses in current assets. 
The amount of _£4,200,000 put to stock 
reserve this year is another expression in a 
more precise form of the same practice. . It 
may. be that most people will. regard. this 
particular appropriation as something which 
is required in case there should be a fall in 
prices, i.e., to cushion the losses that would 
then occur. That is one way of looking at 
it. It will be clear, however, from what I 
have been saying that the reserve is required 
equally certainly if price levels remain high, 
ie., to ensure that we have the amount of 
capital. mecessary...to...maintain...intact ..the 
volume of our current assets. 

The impairment of capital invested in 
current assets is an accomplished fact and 
there is little that we can do about it. It 
took place when our stocks were cleared out 
at low 1939 prices, and the profits arising 
from sales at higher prices were cither 
retained by the Government or creamed off 
by Excess Profits Tax and Income Tax so 
that they are not available for re-stocking at 
higher current prices. We can only hope 
that the large amounts of profits put toa 
reserve during the war peried, and the 
specific allocations to stock reserve that we 
have made since, will prove adequate. If 
the price level continues to rise, we shal] have 
to make further provisions, 


FUNCTION OF NEW CAPITAL 


Now let us consider briefly the function of 
new capital because it is important to dis- 
tinguish between it and the maintenance of 
existing capital. The purpose of new capital 
is to provide facilities for making new pro- 
ducts, to increase facilities for making the 
greater volume of existing products neces- 
sitated by extra demand and to purchase 
more expensive plant if it will do existing 
jobs more efficiently. 

The idea that the depletion of capital, due 
to inadequate depreciation allowances and 
under-valuation of materials, can be met 
from new capital is perhaps a natural confu- 
sion. One reason is that the replacement of 
a used-up appliance and the expansion of a 
company’s capacity by substituting a different, 
better and more expensive appliance often 
occur simultaneously. There is confusion, 
too, because current profits are an important 
source of new capital. Indeed in the past 
the most important source. But the fact that 
current profits serve as the source both of 
additions to real capital and of replacement 
of existing assets, does not alter the fact that 
the same savings cannot be used for both 
purposes. If we have to use savings to meet 
the need for reconstituting stocks and replac- 
ing fixed assets at a higher price level, they 
will not be available for expanding the physi- 
cal volume of production and trade. And if 
these savings continue to be depleted by 
being taxed as if they were true profits, more 
still will have to be used for replacing 
materials at higher prices, leaving still less 
avaiable (even if dividends are restricted) 
for expansion of the business. In such cir- 


cumstances to resort to new capital issues 


would be to risk incurring additional capital 
liabilities without the assurance that the new 
money would provide any net increase of 
earnings. 


THE NATIONAL ANGLE 


Let us look at the problem from the 
national angle. In England as in most parts 
of the world the available capital is inade- 
quate to meet the many legitimate demands 


that are made upon it. It is essential to 


ensure that new capital is used for proper 
Purposes and not applied to make good 

ilures to maintain existing capital. Other- 
wise we shall find that our capital resources 
are being gradually dissipated in current 
expenditure. This will mean that it will be 
ele for us to improve our standard 
of living or indeed to keep it at its present 
level! From’ the” national ‘point of view, 
therefore, the iniportance of maintaining 


industry’s capital intact cannot be over- 
emphasised. 3 

What then must ‘be done to maintain 
capital invested in industry? Our discus- 
sion has shown that, however desirable, it is 
not easy to define methods that will preserve 
true values of current. assets .in all circum- 
stances. Action, however, js practicable in 
the case of fixed assets and for this reason 
I will now deal mainly with this aspect. 


A PROBLEM FOR INDUSTRY 


_ The maintenance intact of capital invested 
in fixed assets is in the first place a problem 
for industry itself. The main essential is 
that the problem should be fully understood 


by all concerned—shareholders, management * 


and workers. The proper provisions to 
allow for replacements must be calculated. 

istributions of profit, however desirable, 
must not be made unless the maintenance 
of true capital is first assured. Selling prices 
must be so fixed as to bear relation to real 
cost. It would be highly desirable if the 
maintenance of capital could be achieved 
without raising selling prices, ie., by finding 
the means for the extra provisions from in- 
creased efficiency. But to a large extent, 
increased efficiency depends on the acquisi- 
tion of now and better plant, so that the 
setting of a selling price that will allow a 
proper provision for it must have priority. 

But it is equally important that the problem 
should be appreciated by Government. Un- 
fortunately there are many signs that this 
is not the case. In industries which are still 
operating under Government controls, prices 
as a rule only allow a depreciation charge 
based upon prewar costs of plant and 
machinery. In Holland we have an example 
in point. Measured by traditional methods 
which are enforced upon us by Government 
rice controls, we have made a profit there. 

is profit, however, is wholly fictitious. 
When we calculate our results fn the right 
way, making provision for maintaining real 
value, practically the whole of the profit 
disappears. 


GOVERNMENT'S FAILURE 


Equally serious is Government’s failure 
to recognise for tax purposes a proper basis 
for provision for depreciation. Briefly, the 
Government method is to treat as adequate 
and not tiable to taxation depreciation of 
fixed assets only sufficient to replace their 
original money cost. They also allow ex- 
penditure on materials sufficient only to cover 
the cost of supplies taken from stock acquired 
when. prices were lower, In both cases 
Government completely disregards the con- 
temporary values (and therefore the cost of 
replacement) of the equipment and materials 
used. Such an attitude is logical only on the 
assumption, which common observation and 
everyday experience contradict, that values of 
fixed assets and materials never change be- 
tween the time of purchase and the time 
when they have to be replaced. In both 
cases it is the value today that matters; the 
charges necessary to replace that value with- 
out reducing the quantity either of fixed 
assets or stocks of materials must be made 
against receipts before taxable profit is struck, 


. AN UNDESIRABLE POSITION 


It follows that the Government’s current 
tax revenues are made up in part of taxation 
of something that is not a profit at ali but is 
capital, and it is using this capital for current 
expenditure. Such a position is undesirable 
at any time, but it is doubly so at a time 


‘when strenuous efforts are being made to curb 


inflation. Unless industries are able, out of 
their taxed profits, to augment their deprecia- 
tion reserves, they will slowly but inevitably 
lose their power of production. So far as the 
United Kingdom is concerned it follows from 
what 'a Government spokesman recently said 
in the House of Commons, that current tax 
revenues include between 100 and 150 mil- 
fions annually, due to depreciation allowances 
not being calculated’ on present-day values 
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of fixed assets. The nation is using up 
capital to this extent: each year for reven 
purposes. 

In some countries the problem has been 
recognised by Government and limited action 
has been taken to deal with it. In France, 
for instance, even before the recent devalua- 
tion of the franc, the authorities permitted a 
revaluation of fixed assets for the calculation 
of depreciation, and in Belgium, where the 
change in the value of the franc between 
1939 and today is not very different from 
the change in value of the pound or guilder, 
similar provisions have been incorporated in 
the tax law. It is vitally necessary, in the 
interests of all classes of the community, that 
appropriate steps should be taken. here: 
Administrative difficulties in the asses*ment 
of tax on a replacement basis are surmount- 
able and it would enable industry in due 
course. to maintain its existing capacity. If 
this reform is not made then the country 
will be slowly consuming jts real capital, the 
result of which would be as disastrous as it 
would be for an individual. 


POSITION SUMMARISED 


To conclude—our discussion of the 
problem of maintenance of capital invested 
in fixed assets and current assets amounts 
to this: —. 

(i) Very real losses have already been sus- 
tained under both heads. 

(ii) These losses have been incurred, be- 
cause the Government, both in fixing prices 
and margins, as well as in its taxation policy, 
has ignored the change in value of money. 

It is inevitable for a country to have to 
draw on its capital to wage a major war, but 
to continue to do so in peacetime is to invite 
disaster. In peace the1e must be a reversal 
of policy, for if the scale of production is to 
be maintained—let alone increased—it is 
essential to replace as quickly as_ possible 
capital which has been lost. 


ESSENTIAL CONDITIONS 


_ This can only be done if there is a realisa- 
tion of the fact by all concerned. There 
must be :— 

(i) A recognition of what true profits are. 

(ii) An acceptance that the maintenance 
of a reasonable level of true profits is neces- 
sary to the life of the nation. 

Gu) The corollary—that taxation methods 
must be revised so that true profits only are 
taxed, 

The problem does not merely touch share- 
holders as a class, or even shareholders plus 
employees; it is national in its scope, for if 
the loss of capital in industry is allowed 
to continue, the productive capacity, and 
therefore the well-being of the country, will 
be gravely affected. Among the many diffi- 
culties of the moment, the importance of this 
problem is such as to call for urgent con- 
sideration by Government, industry and 
labour. (Applause.)- 

The Chairman concluded by moving the 
adoption of the report and accounts. 


LORD LEVERHULME’S TRIBUTE 


In seconding the resolution, The Viscount 
Leverhulme (Governor of the Company) 
said: My Lord, Ladies and Gentiemen,— 
Before formally seconding the resolution, I 
would like to take this opportunity of ex- 
pressing the pleasure which we ail felt—and 
J am sure it was shared by the stockholders— 
when H.M. The King recently conferred 
upon our chairman the honour of Knight- 
hood. (Applause.) 

It was a tribute to Geoffrey Heyworth’s 
great services both to this world-wide busi- 
ness, of which he js chairman, and to the 
public "and industrial life’ of the nation 
generzlly. He has always been ready’to give 
freely of his talents and. ripe experience 
wherever he felt he could help his country in 
a special problem at a difficult time. His 
membership of the Company Law Com- 
m:ttce and his chairmanship of the committee 
which reported upen the @as indtstry 
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are only two of many examples which might 


be quoted. We congratulate him most 
warmly, and hope that he and Lady Hey- 
worth may long be spared to enjoy this dis- 
tinction, (Hear, hear.) And now I have 
pleasure in seconding the resoluticn which 
the Chairman has just moved. 

The resolution was put to the meeting and 
carried unanimously. 

The proposed dividends of 10 per cent. on 
the ordinary stock and 6 per cent. on the 
deferred stock payable on September 3, 1948, 
were approved, the retiring directors were 
re-appointed and the remuneration of the 
auditors, Messrs Cooper Brothers & Co., and 


bers of Lever 


NOTICES 


GOVERNMENT OF SOUTHERN RHODESIA 
FOUR AND A HALF PER CENT INSCRIBED STOCK 1958/68 
CITY OF JOHANNESBURG 
FIVE PER CENT INSCRIBED STOCK 1950/60 
NOTICE is hereby given that in order to prepare the Warrants for 
Interest due October Ist next the BALANCES of the several Accounts 
in the above mentioned Stocks will be STRUCK on the night of September 
ist and that on and after September 2nd the Stocks will be transferable 
»x dividend. 
: a For Barclays Bank (Dominion, Colonial and Overseas), 
(London Registrars of the above Stocks) 
ROWLAND SMITH, Manager. 
Circus Piace, London Wall, E.C.2. 9th August 1948. 


OXFORD UNIVERSITY INSTITUTE OF STATISTICS 


Applications are invited for research sts at the above Institute. 
The Sante salary will be not less than £350 per annum. Candidates 
are expected to have qualifications in Statistics and Economics, Applica- 
tion forms may be obtained from the Secretary, Institute of Statistics, 
$1, Banbury Road, Oxford. 


UNIVERSITY COLLEGE OF SWANSEA 

The Council of the College invites applications for the post of Lecturer 
in Social Science and Supervisor of Studies for the Diploma Course in 
Social Science. Starting salary, within the scale £500-£25-:750 per annum, 
will be determined by the experience and qualifications of the successful 
candidate. The appointment will date from January 1, 1949. Further 
particulars may be obtained from the Registrar, University College, 
Singleton Park, Swansea, by whom applications must be received 
on or before Saturday, September 11, 1948. 





THE LONDON SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 
(UNIVERSITY OF LONDON) 

Applications are invited for the post of Assistant to the Secretary. 
Salary scale £500 per annum rising to £700 with superannuation benefits 
and family allowances. Starting salary according to qualifications, The 
Assistant will be responsible for the School's official publications. Pre- 
ference will be given to graduates (between the ages of 25 and 35) with 
appropriate experience. Applications with the names of two referees to 
be forwarded not later than September 6th to the Secretary, London 
School of Economics, Houghton Street Aldwych, London, W.C.2, from 
whom further information may be obtained. 


DERBY TECHNICAL GOLLEGE 


The Governors invite applications for the post of Senior Assistant 
in the Department of Commerce and Economics, to commence duties 
on January 1, 1949. Candidates should possess a Degree in Commerce 
or Economics, and preferably have had some teaching experience... In- 
dustrial or commercial experience will be an additional qualification. 

Candidates should be prepared to teach Accountancy, Business 
Administration, or Economics to Final Degree standard. 

Salary in accordance with the Burnham Technical Scale for Senior 
Assistants, £700-£800, with additions for graduate qualifications and 
training, if applicable. 

Further particulars and forms of application, which should be returned 
net later than September 20, 1948, may be obtained from the undersigned, 

W. ALFRED RICHARDSON, Principal. 


TRWICK, ORR & PARTNERS seek additional staff for the Control! 
\ Division of their professional work as Saenger a in 
Organisation and Management, Applicants must satisfy the folowing 
requirements: — 

1. Professional qualifications in accountancy. 

2. Some years in responsible appointments, with particular reference 
ne Older candidates should have had 5-6 years as Senior 

xecutives, 5 : 


oes basic general education and wide interest in contemporary 
affairs. 


Service in H.M. Forces will be taken into consideration. Applications 


should be addressed IN WRITING to the Company’s offices at. 7, Park 
Lane, London, W.1, quoting reference No. 1016. 





AN Assistant Secretary to specialise on the Export Trade side of its 
+A work is required by The Association of British Chambers of Com- 
merce, 14, Queen Anne’s Gate, London, S.W.i. Essential qualifications 
include first-class secretarial ability, appropriate education and. ex- 
perience. Practical experience in overseas trade would be an advan- 
tage. Applicants should state salary required; remuneration will take 
experience into account. Applications, marked ‘ Confidential,’ should 
reach the Secretary within two weeks of this announcement, 


ABOUR PARTY RESEARCH DEPARTMENT. Applications invited 

for post Research Assistant, edit. Labour Party Bulletin; run 
infarmation service. Knowledge economics, Labour Movement; writing 
ability essential. Salary £475 rising annual instalments £25 to £550. 
Closing date na September 20th. Forms from Secretary, 
Labour Party, sport House, Smith Square, S.W.1. 


-* OTTON INFORMATION,” weckly trade service, and ‘‘ Monthly 

Cotton Trade Review,’ published by Frederick W. Tattersall, 
Ltd., 17, St. Ann's Square. Manchester, 2. Specimen copies and sub- 
scription terms on application, 


Messrs Price, Waterhouse & Co., who had 
been re-appointed under the ——- 
the Companies Act, 1948, was fixed. 


LEVER BROTHERS & 
UNILEVER N.Y. 


The annual meeting of the mem- 
rothers & Unilever N.V. was 
held, on the 26th instant, at Museumpark, 
Rotterdam. Mr P. Rykens presided and 
made a speech in similar terms to that de- 
livered by Sir Geoffrey Heyworth at the 
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annual meeting of Lever Brothers & Unilever 
Limited, reported previously. 

The report and accounts for the year 1947 
were adopted. The proposed dividend of 
8.9 per cent. (being the equivalent of the 
dividend for the same year to be paid by 
Lever Brothers & Unilever Ltd., to its 
ordinary stockholders calculated in accordance 
with the provisions of the equalisation agree. 
ment and converted at a rate of exchange of 
Fl. 10.691 to the £ Sterling) was app 
the retiring directors were re-appointed 
the auditors, Messrs Cooper Brothers & Co., 
and Messrs Price, Waterhouse & Co., were 
reappointed. 


EAST SUFFOLK COUNTY COUNCIL 
COUNTY PLANNING DEPARTMENT 


Applications are invited for the appointment of a SURVEY OFFICER 
to take charge of the Survey & Research Section of the County Plan- 
ning Department. 

Applicants should have received a University training and preference 
will be given to those who have specialised in either geography 
sociology, or economics. 5 

The appointment wil! be on the Council's established staff A.P.T. 
Grade V. Salary £520-£570 per annum, in accordance with the National 
Scheme of Conditions of Service, and subject to the Local Government 
Superannuation Act. 1937. 

The successful candidate will be expected to maintain a motor car 
for which an allowance will be paid according to the National Joint 
Council's scales. 

Applications endorsed “Survey Officer,’ stating age, experien 
qualifications, present and past appointments, and giving Seine a 
addresses of two persons to whom reference may made, to be 
delivered to the undersigned not later than the first post Saturday 
morning, September 11, 1948. Canvassing is prohibited and will dis- 
qualify an applicant. 

G. C. LIGHTFOOT, Clerk of the County Council. 

County Hall, Ipswich. 
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HEMEL HEMPSTEAD DEVELOPMENT CORPORATION 
ADMINISTRATIVE AND LEGAL DEPARTMENT 

The Hemel Hempstead Development Corporation will shortly appoint 
a person to organise and maintain a centrally controlled section having 
responsibility for filing and indexing all current papers, and for arrang- 
ing for the orderl; preservation of documents relating to the growth 
of the New Town. : 

The work calls for a person, preferably with University training, 
with experience in registry or library work, and with ability to follow 
with interest all branches of the Corporation's work. ; 

The salary will be on a scale £450/£25/£525, and the post will be 
superannuable. 

Applications, stating age, qualifications and experience, and givi 
the names of three referees to whom reference may be made, shoul 
be addressed to the General Manager (R), Hemel Hempstead velop- 
ment Corporation, Westbrook Hay, Hemel Hempstead, Herts., to reach 
him not tater than September 13, 1948. 

W. O, HART, General Manager, 

August 20, 1948. 





SUDAN GOVERNMENT 


SUDAN RAILWAYS require an ACCOUNTANT for service in the 
Sudan. 

Duties: Cost Accountancy. 

Qualifications: Candidates should be conversant with modern costing 
methods and have had sound practical experience with reputable business 
firm. Knowledge of punched card accountifig would be an advantage. 
Preference will be given to cafididates holding recognised professional 
qualifications. 

Age Limits: 25-35 years. 

Terms of Service: Appointment on short-term contract for four years, 
subject to satisfactory completion of probationary period, at a starting 
Salary between £E375-£E540 per annum, according to age, experience 
and qualifications. Bonus of one month's y for each year’s service 
payable, subject to a maximum of six months’ pay. 

Cost-ot-living allowance from £E180 to £E390 per annum, according 
to number of dependants, is at present payable. 

Outfit allowance of £E40 is payable when contract is signed. 

There is at present no Income Tax in the Sudan. Free passage on 
appointment. Strict medical examination. (£E1--£1 Os. 6d.) 

Papers containing fuller information for candidates are obtainable 
from the Sudan. Agent in London, Wellington House, Buckingham Gate, 
London, 5.W.1. Please mark envelopes ‘ Accountant—Railways.” 





———— 














é tem Civil Service Commissioners invite applications for the situation 
of PRINCIPAL (ADMINISTRATIVE CLASS) in the nsionable 
establishment of the Home Civil Service on the scale (in ndon) of 
£900 x 30—i080 x 35—1220 (men) and £800 x 30—1050 (women). ‘Appli- 
cants must have been born after December 31, 1897, and before. 
August 2, 1915. The duties of the Administrative Class are primarily 
to give advice on the formation of policy and the preparation of legisla- 
tion and to organise and administer the work of Departments. The 
standard of the previous Open Competition for Principals was the 
possession of a degree with at least 2nd Class Honours, but candidates 
in this co tition, though they must be sons of hi h intellectual 
quality, will not be required to hold a degree. The mmissioners 
hope to secure a field of candidates who possess high academic qualifica- . 
tion or show evidence of exceptional ability and experience in respon- 
sible administrative or managerial work. They particularly wish to 
obtain older candidates of good quality. They. will select a certain~ 
number of those candidates who appear to be most fitted for appoint- 
ment and will summon them for preliminary interview in London; 
they will select from these a certain number for further interview by 
the Final Selection Board. The Commissioners’ dec in all matters, 
will be final. The number of vacancies to be filled will be about, 50. 
Candidates vhould write for an application form and memoran : 
to the Secretary, 6, Burlington Gardens, London, W.1 c 
en Prin 2275" in the top left-hand corner. The completed 
application form must reach the Commissioners before October 31, 1948: 
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, GOVERNMENT RETURNS 
F For the week ended Au 7 21, 1948, total 
: ordinary revenue was {£58,929,000, against 
: orditiary expenditure of £100,141,000. and 
; issues to sinking funds £30,000. Thus, in- 
f cluding sinking fund allocations of £4,363,000 
: the surplus” accrued since April Ist ‘is 
£260,555,837, against. {251,530,227 for the 
. corresponding period a year ago. 
ORDINARY AND SELF-BALANCING 
- REVENUE AND EXPENDITURE 
Receipts into the 
x ver 
=] (£ thousand) 
? it 
@ 
i. 
7 URDINARY 
t REVENUE i 
: Income Tax... .. . |130915¢ 
Sur-tax . 20) -» | 90,00 
ir Estate, ete., Duties | 160,00 2,570 3,400 
at Stamps... < issaes 1,030; 1,100 
Profits Tax .... 3,400 
e BP. T.< eeciee 5,200 1,350 
id - Other Inland Rev. | j 
re : SpecialCc mtributa. | "550 
= Total Inland Rev. 191515q 
Customs. .+ va. | 820,6 
Excise .. .ccvbist’ 726,5 9,000 7,000 
a Total Customs & 
Excise... «asa ' 23. 012) 22,445 
nt Motor Duties..... 50,0 863, | on 
Surplus War Stores | 102,000) 65,161) S 
ns Surplus " Receipts| { 

8- from Trading...| 57, 25,000! i oe 
th P.O. (Net Reeespts) 2,380 900! 500 
. d Wireless Licences. } 1), 2,640, nik js 

ig, Crown Larids. 2... 410 ose . 
ow Receipts from! | 
é Sundry Loans,.| 14, 13,657) 1, 
i Miscell. Receipts..| 68&000)156,570) "71 818! 2'606 
ne Total Ord. Rev.. 58,929 
it 
Seir-Bar ANCING | 
— Post Office . 3,000 
ic Income Tax ‘on i 
| E.P.T, Refunds, 16,00 10,769) ‘ 5,138) 127 
Total ...scccicek Lso3asodhiseeass! 13488 51 aaa 62,056 
the Issues out of the Exchequer 
to meet payments 
fa thousand) 
Esti- goes 
2 Ex iture mate, Aga p dee Week ended 
, 1948-49 
ge. to < Aug. Aug. 
nal — ~~ 23, P 21, 
1947 1948 1947 | 1948 
ORDINARY | | 
urs, EXPENDITURE | 
ing Int. & Mane of : 
nee Nat. Debt... J. «, [900 DOG 200,876} 193,58 6,140) 41,047 
vice Payments to 
Ireland.....0.0% | 26,000 1,371 6,809... 
ing Other Cons. Fund | 
Servioes si. ccea; | 8,000 5,296; 3,195 
Total .... 534,000 211,544) 203,581] 5,140| 41,081 
on. Supply Services , “ aaades 853,900. 819,250] 59,580) 59,060 
able Total Ord. Bxpd.: e668 065444, 1022834 64. 720 100141 
ate, ; Sinking Funds. ... | i 
Se_r-BALANCING og i 
Ste Post Office. ...015 | 150,200 54,100) 58,000) 2,600; 3,000 
tion. Income Tax on! } 
abt E.P.T. Refunds) 16,00 10,769, 3,146..3,138,: 127 
pln Total. es (5172859]1130313 1088341] 70,458|103298 
or 
iad 
After decreasing Exchequer balances by £137,325 to 
The £2,625,087, the other rations for the week increased 
the the gross National Debt by {51,374,287 to £25,679 million. 
a 
‘tual 
nets NET RECEIPTS { UC eveene) 
mo Cotton (Centralised Buying) Act, 1947, sec. 21(3).. 5,000 
n to NET ISSUES (£ thousand) 
‘tain= P.O. and Telegraph A 1946 sod 1088. ease 425 
vint- RPA Remon LostiT the Te 8 ie gg 
don; Overseas a Trade Guarantees Act, 1939, sec. ‘a{l). ie 141 
, by Local Authorities Loans Act, 1945, sec. 3(1)...... 5,300 
ew — Industry a oe be — séc. 34(1) Soe 
t ar $ 


Finance Acts; ‘y906 una Sth, Peet Post-war er Coals. 











CHANGES IN DEBT ( thousand) 





Net Receirrs Net REPAYMENTS 
ane i er. Annuities, 
Si bet Mon dat | Ohara 
ax Reserve Certs)”. 7 Internal ....... 292 
Treasury ‘Deposits. 11,500 | Ways & Means Ad- 
VANCES .....-. ‘ 95 
55,327 ‘ 3,953 





* Inchiding {1,663,000 paid off on maturity. 










































FLOATING DEBT 


(4 milhan 





Ways anu 
Means 























310-2 «+ 1 6499-9 

7 301-0 “51 6502-3 
ae 297-8 -0} 6511-1 
- 303-3 -016510- 
June 5 283-2 -0} 6523-5 
ae 281-7 $+ 546525-2 
ve 19] 2210+0 | 2635-1) } 274-0 -516573-8 
- we 4817+3 270-5 “C1 6555-7 
july 10} 2210-0 { 2625-¢} 282-3 3-5 16547-7 
» 27} 2210-0 | 2632-4] 296-5 +5} 6581-1 
» 2442210-0 | 2632-8] 294-6 -£16580-1 
« 31} 2210-0 | 2620-- ‘ 6561-0 
Aug. 7] 2210-0 | 2598 +5 0508-5 


2910+ 6} Dinrck 
2210-0 | 2398-0 


TREASURY BILLS 


(4 milhons 
















258-4 
294°5 10 1°26 43 
278-6 10 1-68 , 
295-8 10 1-20 40 
277-5 10 4-70 49 
259-6 10 1-89 81 
279-1 10 1-65 48 
286-8 10 1-45 45 
276+5 10 1-48 48 
273+ 10 1-55 48 
294-3 10 1-31 43 
“a @91-s 10 1-34 42 
Aug 288-1 10 1-50 44 
a is 269-1 10 1-91 53 
» 2 272-7 10 1-87 §2 





On August 20th a 


lication: ior bills to be paid on 
Monday, Tuesday, ednesday, Thursday and Friday 
were accepted as to about a4 ft cent of the amount 
applied for at £99 1's. applications at higher 
prices were accepted in oh Applications for bills to be 
paid on Saturday were accepted at £99 17s. 6d. and above 
in full. “£170 million (maximum) of Treasury Bills are 
being offered for August 27th. For the week ended 
August 28th the Banks will not be asked for Treasury 
deposits. 


NATIONAL SAVINGS 
(£ thousand) 


Week ek Ended _ Tape. 1 to 
Aug. 16, }Aug. 14,} Aug. 14, 
1947 1948 1948 






Repayments ....cesseee 











Net Savings saeeesenenee 














790 


1, = 10 | 
1 019 


Receipts. .... easeneaeres 
Repayments .....2++0¢-+ 


Net Savings ....+s0+00+ 
P.O. and Trustee Savings 
Banks :-— 
Receipts. ..... BETES ewes 
Repayments ....+.0++++- 
Net Savings ....c.e00++- 


Total Net Savings......-.. 

Interest on certificates repaid 

Interest accrued on savings 
remaining invested 








BANK OF ENGLAND 
RETURNS 


AUGUST 25, 1948 


ISSUE DEPARTMENT 








£ 
Notes Issued:— ovt. Debt., 11,4i5,100 
InCirculation 1253,324,486 Othe: Govt. 
In Bankg. De- Seeurities ... 1288,175,997 
partment .. 46,923,347 | Other Secs, , 799,468 
Coin (other 
than gold)... 9,435 
Amt. of Fid: : 
Issue ....... 1300,000,000 
- Bullion (at 
172s. 3d. per ; 
Yin BD) ee sss 247,833 
,1300,247 833 1300,247,833 


BANKING DEPARTMENT 


Capital ....05 


£ 
14,553,000 | Govt. Secs... 383,144, 291 
PES 


3,882,391 | Other Secs,:~ 27,420,233 





Public Deps.s- 50,351,950] Discoun/s and 
Public Accts.* 16,949,440 Advances... §,399,957 
H.M. Treas. Securilies..e. 22,020,276 
Special Acct.. 38,402,510 “ 
‘ OES. ccccace 46,925,347 
Other Deps.~ 390,383,411] Coin. .i..ceee 1,082,881 
Bankers..... 800,268,808 
Other Acets... - 90,214,608 
459,170,752 459,170,752 


* Including Eschequsr, Savings Banks, Commissioners 
of National Debt Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 













LS5te ep. o> 
Notes in circulation... .. 1 
Notes m banking depart- 


ments ese ik. 22-4, 37-3) 46-9 
Government debt ‘ 

securities® .....s00s0s 1299+ 3)1299- 2/1299-2 
Other securities......... 0-7 0-8 0-8 
GONE iiss west eececds ees 0-2 0-2) 0-2 
Valued at s, per fine 02... 172/ 172/3) 172/3 


pa ow aig 


20-0} 12-6 16-9 
Treasury Special Account 33-4 33-4; 33-4 
NP eases bees 299-7) 316-7) 300-3 
OUI EERE Es occ cen os 88-0} 90-1) 90-1 
Total ....sceeceseceees. 441-1) 452-8) 440-7 
Securities :-— i i 
Government....es00..+- 402-2) 404-1) 383-7 
Discounts, etc...esesee+. 8&3 6-1) 56:4 
Met. issvovrieversv 25-6} 22-6; - 22-0 
Wtebsrvessrssevstests: 436-1) 432-8) 412-2 
Baaking dept, res,........ 1 38:3) 48-0 
% %* | % 
S Proportion ” .6.608s00e- 5- 8-4 10-8 


* Government debt.is £11,015,100. asiael £14,553,000, 


Fiduciary issue reduced fr 


from £1,350 million to £1,300 
million on. March 4, 1948. 


GOLD AND SILVER 


The Bank of Engiand’s Official buying price for gold 
remained at 172s: 3d. per fine ounce throughout the week. 
Spot cash prices were as follows >— 






SILVER 










| 
London New York; Bombay 
en ounce;per 100 tolas 
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WE INVITE .YOU. 


to make use of the services of this Bank’s Travel, 
Commercial Intelligence and other departments 
if you intend visiting Australia or New Zealand, © 
Advices from a network of branches enable us 
to give practical and up-to-date information on 
all aspects of industrial, commercial and social 
conditions throughout Australia and New Zealand. 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Branches throughout Head O fice. 


Austraha 


and New Zealand. 7i, CORNHILL, LONDON, E.C.3. 


The West Indies 


We can assist you to investigate trade possi- 

bilities in this expanding field where we have 

been established since. 1899. Correspondents 
the world over. 


London Offices—6 Lothbury, E.C.2. E. B. McInerney, ae 
2-4 Cockspur St., S.W.1. L. R. Newman, Mgr 


THE ROYAL BANK 
OF CANADA oo imum,» 


Canada, Newfoundland, 
Head Office: Montreal the West Indies, Centra/ 
Offices in New York and Paris and South America. 


Incorporated in Canada in 1869 with Limited Liability. 


THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, London, E.C.3 


Subscribed Capital .. ee sé és -.  £5,000,000 
Paid-up Capital . we ne 3,000,000 
Further Liability of Props ietors ve we = 2,000,009 
Reserve Fund ve ee pe 1,815,000 


Chief Office in Apatite: 


Cellins Street, Melbourne, 
and many Branches and Agencies throughout Australia, 


With its widespread connections, this Bank offers every facility for the 
conduct of ali classes of Bank and Exchange business with Australia. 
. A. CLEZY, London Manager and Secretary. 


REFUGE ASSURANCE COMPANY, LTD. 
Chief Office ; OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS § £17,500,000 
ASSETS EXCEED éi 
CLAIMS PAID EXCEED £189 

(1947 Accounts) 


HIS MAJESTY’S COLONIAL SERVICE 


Applications are invited for the post of Economic Secretary which is 
being created by the Government of Nigeria. The holder of this post | 
will be required to advise the Government on all economic questions, | 
and will-have some executive responsibility for the control of a group 
of Departments of the Government which are. concerned with economic | 
development, production, marketing. etc. Candidates should have had | 
wide administrative exgerience in. dealing with i problems in re- 
sponsible positions in ernment or Commerce. he appointment | 
will be on agreement for two tours of 12 to 18 ee in the first | 
instance. The salary will be £3,000 a year. A deduction ef £150 a year | 
will be de for goersere. Leave and other conditions of service will 
be aceordmg to ‘the regulations in force for the public services in | 
Nigeria. Free passa: a aatoe will be provided for the officer and his wife on 
first appointment, on leave to the United Kingdom, and at the expiration 
of the agreement. 

Applications which should take the form of brief particulars of age, 
education and experience, should be oT to the Director of | 
Reoruitmnest, Comemans Office, London, S.W.1 


“Printed in Great Britain by St. Cuemexts Préss, L10., Po: I St., Rieger, ~ Leadon, 


at 22 Ryder Street, St. James's, London, §.W.h. » U.S. Representative : 
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BANK: OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL ost Lis ed od 
CAPITAL FULLY PAID es ia oJ 
RESERVE FUND & BALANCE carried forward 
DEPOSITS & CREDIT BALANCES 

as at 28th February, 1948 ... ee ie .. €87 927,503 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 


£2,768,759 





THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 









Unco: poraces m the Coleny o/ Hongkong 
CAPITAL ISSUED AND FULLY PAID UP. - - - : $20,000,000 
RESERVE FUNDS STERLING - qc.4 . - : . £6,000,000 


RESERVE LIABILITY OF MEMBERS . - $29,000,000 
Head Office : HONGKONG 
jet Manager Tux Honovrante A. Monsa, 0.B.B. 
BRANCHES 
BURMA CHINA (Coa, INDO-OHINS MALAYA @Con, NORTH 
Peiptag Haiphong Johore Bahru BORNEO (on, 
Kuala Sandakan 














Swatow JAPAN Larmpur Tawau 
OHLNA . Tieatein Kobe Malacoa PHILIPPINES 
Amoy Tsingtao Kure Muar Tigito 
Oaatoa EUROPE Tokyo Penang Maniia 
*Ohefoo *Hambury "Yokohama Singapore SIAM 
Ohanking Lyoas JAVA — Patan. Banetok 
*Dairea HONGKONG Batavia vi Anson UNITED 
Foochow Hongkong Sourabays NORTH KINGDOY 
Hankow Kowloon MALAYA BORNEO 
*Harbin (NDIA Cameron Bruoei Town U.S.A. 
Moukden Bombay Hightaad- Jessettan New York 
Nankiag Calcutta Ipoh Kuats Belait Sap Francisco . 


¢ Boe oat ac 
H ST 


endon Office GRACECHU 
BANKING Business OF EVERY KIND TRatisa, 
A comprehensive service as Trustees and Executers & also und 


by the Bank's Truster 
Companies uw 
HONGKONG LONDON 


SINGAP ORE 


B. W. BLYDENSTEIN & CO, 


Established 1858 











BANKERS 





54, 55 & 56, Threadneedle Street, London, E.C.2 


THE 


BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability.) 


Established 1832. 
General Office: Toronto, Canada. 
Paid-up Capital ...  .. aes nee nes wee, Ss $92,000,000 
Reserve Fund .. ... ia eo» $24,000,000 
Total Assets Over ... ss an ees wes 700,000,000 


Special facilities are available to the pablic at the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 
Cate, Puerto Rico, Dominican Republic, thn and the United States 


pea enquiries to London Branch: 
108, OLD BROAD STREET, E.C.2. 
Cc. G. Wrester, Manager. 


DECEMBER 1948 EXAMINATIONS 


The next examinations of the Association. of ified and Corporate 
Accountants will be held on Tuesday, Wednesday and Thursday, 
December 7, 8 and.9, 1948, at the following centres; Aberdeen, Belfast, 
Birmingham. Bolirhemduth, Bristol, gardist. Cork, Dublin, a 

asgow u Ss, ver ondon, , New 
ae eet aan and Shometa RAI . 

re last e fer entries is October 1, 1948, the office of the 
Association, 22, Bedford Square, London. E.C.1 Candidates should give 
early notification of their intention to sit, and it should be noted that 
late applications cannot be entertained. 


i 
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